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PREFACE 


Tus little book is the result of six years’ ex- 
perience in public accounting and of fourteen 
years’ teaching experience. 

Its aim is to present clearly the principles of 
Double Entry Bookkeeping and their applica- 
tion to modern business. 

When one has mastered the following pages he 
should be able to keep any set of books, once 
the peculiar features of that set have been ex- 
plained to him. To the one who is already 
working as a bookkeeper, possessing merely an 
empirical knowledge of the subject, this book will 
be of special value. It will make clear to him 
the scientific basis of what he is doing. It will 
show him that there is an art in Bookkeeping 
and not only columns to be added and lines to 
be ruled. 

But this book can be read with advantage 
even by those who do not intend to become 
bookkeepers. 

In every school and college many subjects are 
taught that will never be used by the pupils. 
They are included in the curriculum not for 
their material value but for the mental benefits 
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they bestow upon the student. They open to 
him new lines of thought; they reveal and make 
comprehensible to him new regions in the 
physical or spiritual worlds — this is education. 
They inculcate in him certain habits of thought 
which will make his individual and social life 
more efficient — this is training. All this can 
be claimed for Bookkeeping besides its utilitarian 
value, for its principles are the basic principles 
of system and efficiency reduced to a science. 
Bookkeeping has as good a right to be included 
in the curriculum of a liberal education as Logic 
and Mathematics, Latin and Botany. 

Read the lesson. When you understand it 
thoroughly take a sheet of paper and work out 
the exercise. Look it over. When you are 
satisfied with it compare it with the Key in the 
back of the book. Correct your mistakes and 
be sure you know why you are wrong and why 
the Key is right. Learn from your mistakes 
and you will become learned. 
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LESSON I 


DOUBLE ENTRY BOOKKEEPING 


Transaction — Entry. — Events take place in the 
life of a business establishment just as in the life 
of a nation. The man who records the events in 
the life of a nation is called historian. The book 
he writes is called history. The events in the 
life of a business are called transactions. The 
historian is the bookkeeper. The books he writes 
~ in are called books of account and the records of 
the transactions that he makes are called entries. 
The bookkeeper, thus, makes entries of trans- 
actions in the books of account. Bookkeeping 
may be defined as the art of recording business 
transactions in a systematic manner. 

Debit— Credit. — When any transaction in our 
firm is analyzed it is found to consist either of 
our giving or of our receiving something of value; 
e.g., shipping goods, receiving a check, paying 
a bill or a note, etc. It stands to reason that 
when we give anything of value to anyone we 
should hold him responsible for it and should 
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charge him with it; and when we receive any- 
thing of value from anyone we should give him 
the credit for it. Our bookkeeper expresses 
himself this way. 

Debit anyone to whom you give anything of 
value. Credit anyone from whom you receive 
anything of value. Debit is simply the opposite 
of credit and means, “hold liable,” “charge,” 
“blame.” It is abbreviated Dr. Credit is ab- 
breviated Cr. 

Transaction........ Give John Jones $100 
ick ha chante Al eee Dr. John Jones $100 


Transaction........ Receive from Ch. Smith 40 
yards of silk @ $2.00 
Batry oe cscs Cr. Ch. Smith $80 
The dollar sign and the decimal point are not 
used in books of account. The column in which 
the figure is written indicates whether it repre- 
sents a number of dollars or a number of cents. 


EXERcIsE I 
Enter the following transactions: 
(a) Buy of Brown Bros. 200 yards satin @ $1.50. 
(6) Receive of L. Huston a $750 check. 
(c) Sell Wm. Gold & Co. 120 yards cloth @ $3.00. 


(d) Send J. Hyler a $30 check for last month’s 
bill. 


(e) Receive from Wm. Young a $65 check in 
payment of last month’s bill. 


Note: Every transaction is entered by itself. 
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On the day when we sell''a man goods we 
debit him; the next day when he: pays us’ -we 
credit him. Likewise when we buy of anyone 
today we credit him. Next week when we will 
pay him we will debit him. 

Single Entry — Double Entry. — The system 
of bookkeeping in which every transaction is 
recorded by one entry, debiting or crediting some 
outside firm, is called Single Entry Bookkeeping. 
This system has two great disadvantages. 

First. At the end of the year we can tell our 
net profit or loss but we cannot tell on what 
we profited and on what we lost. We cannot 
tell exactly how the net profit or loss came 
about. 

Second. Many errors can be made and they 
- will never be discovered. 

To overcome these disadvantages a business 
man must treat the various activities of his es- 
tablishment, the various phases of his business, 
like separate departments and must keep a 
record of his transactions with them as if they 
were outside firms. 

To illustrate: When we receive a $100 check 
from H. Hunt we credit him. But what do we 
do with the check? We do not take it home nor 
do we put it into our pocket. We give it to the 
cashier to deposit it in the bank. The Cash 
department of our business takes that check. 
It should, therefore, be held responsible for it. 
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It should be charged with it, that is, debited 
just as well as John Doe would have been debited 
had he taken the check from us. It is only when 
we treat our Cash department like a stranger that 
we can keep a strict account with it. 
Transaction: Receive a $100 check from J. 
Hunt should, therefore, be entered as follows: 


A few more examples: 

Buy 200 yards of silk at 2.00 from H. King. 
We credit H. King $400. What do we do with 
the silk? We do not take it home nor carry it 
around on our back. We give it over to our 
purchasing department. Our stock clerk takes 
care of it. Therefore we hold the purchasing 
department responsible for the silk; debit it 
$400. 

The entry is thus: 


Dr Pure neee soo aoe 


For the transaction, Send White Bros. a $50 
check, we debit White Bros. 50. Where did 
we get the money to send to White Bros.? We 
did not bring it from home. We took it from 
our cashier. We drew it on our bank account. 
The Cash department gave it to us. It should, 
therefore, get the credit for it. The entry is 
thus: 
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Similarly, when we sell 5 yards satin @ $1.50 
to Haskins & Sons, we do not bring the silk from 
home but get it from the shipping department. 
The selling department of our business should 
therefore get the credit for this sale. The entry 
is thus: 

Wr. Ti eeiti19 he SON cio iiieecasiesicscinesie aaah ae 
DL EE Te ee ee AER SLSR Bey SY 


Every transaction is recorded by two entries, 
one debit and one credit, both for the same 
amount. This system of bookkeeping is there- 
fore called Double Entry Bookkeeping. 2 

Every business transaction is an exchange of 
values between two individuals or departments, 
An “ exchange ’”’ means one gives a certain value 
and the other takes an equal value. The one 
that gives is credited and the one that takes is 
debited. Hence the fundamental principle of 
double entry bookkeeping is based on physics 
and logic. 

Journal. — Transactions are entered in chrono- 
logical order in a book called Journal. The 
process of entering the transactions in the journal 
is called journalizing. It is customary to extend 
the debits to the left and to write their amounts 
in one column and to indent the credits, writing 
their amounts in another column to the right. 


6. BOOKKEEPING MADE EASY 





Generally the debits are written first. If the 
above: four transactions took place on the 4th, 
7th, 10th and 19th of January respectively ihey 
would be entered thus: 


- January, 1917 


4, 
Dr. VCash... 100 
Oy ae EA = 1 | SOR ened ee ee bee Cece eFC S| 100 
ks 
Dr. Puircinses oa oe oF ene 400 
Cr. H. King cess apd weno dia ote sions bebe gardenia 400 
10. 
Dr. White Bros. :..0)...2).0..:. WESh Sao 50 1 
OCR: cies ip. ah SOL ena Seouleod.. $07 
19, 


: Dr. Haskins & Sbases.-ca-senslad7 60 
Cr. Piles, ceadd- loa -badiverse-at-peh OO 
EXERCISE II 
Enter the transactions of Exercise I accord- 
ing to the Double Entry method. 


LESSON’ II 


MERCHANDISE, EXPENSES AND OTHER 
PURCHASES 


‘Expenses. — A business man’s dealings are 
not confined to buying and selling goods, paying 
and receiving payment for bills. He also buys 
machinery and fixtures and pays for such ex- 
penises’ as rent, salaries, insurance, etc. The 
principles of debit and credit hold true for such 
transactions as well. When you pay your land- 
lord $100 rent, do not debit him. He gave you 
the use of his ‘store for a month, therefore, do 
not hold ‘him liable for $100. Do not charge 
him; because he’ does not owe you anything. 
Debit’ Rent; for it is that phase of your business 
that ‘made you give up the money, that cost you 
$100. © 

‘When you pay your bookkeeper $25 do not 
debit him. He is not liable to you for the 
money bécause he gave you equal value in re- 
turn — his services. Do not charge him for the 
$25: because he does not owe you anything. 
‘Debit Salaries, for it is that phase of your busi- 
‘néss ‘that cost’ you $25. When you pay your 
agent’ $50 premium on an insurance policy, d 
WOU OF YiBee5 G 
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not debit him nor the company, but Insurance. 
Likewise with all other expenses. All small and 
unimportant items, such as carfare, window 
cleaning, sign painting, can be entered under 
one heading—Expense. What constitutes a 
small and unimportant item depends upon the 
kind and the size of the business. 

Mdse. vs. Other Purchases. — The term Pur- 
chases on the grocer’s book means the cost of © 
his groceries; on the butcher's books it means 
the cost of his meat; on the dress goods dealer’s 
books it means the cost of his silk, satin, etc., 
and on the jeweler’s books it means the cost of 
his platinum, gold, diamond, etc. In short, 
Purchases means the cost of one’s merchandise, 
that is, the goods one buys in order to sell, 
either in the same form or in a changed form. 
When a business man buys a machine for his 
factory, a safe for his office, a truck to deliver 
his goods in or a building to locate his store in, 
he does not call it purchases. All these items 
are entered under separate headings: the ma- 
chine under Machinery; the safe under Furni- 
ture and Fixtures; the truck under Trucks; the 
building under Buildings or Real Estate. 

Different. business men use different headings, 
and both the size and kind of the business will 
decide whether two #tems should be entered 
under the same heading or under different ones. 
The general idea is that if it is necessary to know 
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at the end of the year what a certain phase of 
the business cost it should be kept separate 
under its own heading, otherwise it may be 
merged with another phase of the business. 
The headings should be clear and tell exactly 
what kind of transactions they include. 
Proprietor. — The proprietor is treated like a 
stranger. When he contributes anything to the 
business he is credited and when he takes any- 
thing, money or goods, he is debited. What he 
invests in the business is called his Capital. 
What he draws all along is called his Drawing. 
Here are several transactions with their en- 
tries: 
1919 
Feb. 3 A. Henderson invests $5000 in a business. 
5 He pays $75 rent to the N. Y. Realty Co. 
8 He buys for cash $16.50 stationery from L. 
Blum. 
10 He pays his bookkeeper $18.00 and his typist 
$17.00. 
12 He draws $50 for himself. 
13 He buys $165 office furniture on account from 
D. Jones. 
14 He pays L. Mushel $13.00 for sign painting. 


February, 1919 


Cr, A. Henderson, Capital...........,.....5000 
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: 5. 
Dee seo eae eee 
OPS QBN oe ee eben eee at 75 
8. 
Dr. Stationery 16.50 
Cr: Casts a coe eee 16.50 
10. 
Dr. Salaries.. 35 
Ee SBM BT 2 GaN Oe eae ie RES ese 35 
12. 
Dr. A. Henderson, cones: 50 
13. 
Dr. Furniture & Fixtures ........ 165 
Cro). Jones Oe eee 165 
14, 
Dr. TIXpense,.6 ok is 13 


Crease 1 ot coel ee ea ee 


EXERcIsE III 
Enter the following transactions: 


1919 
Feb. 15 J. Morris invests $3000 in a business. 
16. He pays rent to Gulden Bros. $85. 
18 Buys $876.60 goods on account from The 
Jobbers’ Supply Co. 
20 Buys a desk, a table and two chairs on ac- 
count from L. Rodie for $57. 


‘ 
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21 Buys a safe for cash $160 from J. Mashé & 
Co. 

23 Sells H. Livingston $30 goods on account. 

24 Pays wages, driver $25 and errand boy $10. 

25 Takes a $75 check for himself. 

26 Receives a check from H. Livingston for the 
bill of Feb. 23. 

27 Sends a $10 check to the Trading Journal for 
1 year’s subscription. 

28 Pays Universal Window Cleaning Co. $1.50 
for cleaning windows. 


Cash Sales and Purchases. — When you sell 
J. Herman $60 goods on account your entry is: 


You debit J. Herman and hold him liable for 
the goods he took from you without paying. 

When you sell him goods for cash you cannot 
debit him because he owes you nothing. What 
should you debit? Well, you received $60. 
What do you always debit when you receive 
money or a check? Cash. The entry is there- 
fore. 


On f ens oe ee 8 Oe OO 


When you buy of Simpson Bros. $200 goods on 
account your entry is: 


DP Paarcha ses oo: iscscceos Bossseosdl cise 200 
Geatunnson: Brog: ita ce sed 200 
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You credit Simpson Bros. because they gave 
you the goods without your paying for them. 

When you buy the goods from them for cash 
you are not going to credit them. What will 
you credit? Well, you paid out $200. What do 
you always credit when you pay some money? 
Cash. The entry is therefore: 


Dr: Purthases..... 205258. 04082 200° 
Cr. Cash... hires, Seroyal ee OD 


ae — All entries in hi of ac- 
count should be so clear as to enable us to know 
what the transaction was. The books them- 
selves should tell the whole story without any 
verbal explanations. Every written entry in a 
journal should therefore be followed by a brief 
explanation. 

We can omit the words Dr. and Cr. since we 
know that the debit item is extended and its 
amount written in the first column and the 
credit item is indented and its amount written 
in the second column. 

Here are a few model entries: 


Mops. I 
February, 1919 
6. 
Cash... ue ..816.18 
A. Hunt & rome hen Oe eenrears 


For bill 1/25 
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Purchases oo... secesece cose ese esse 481 23} 
Wm. Jackson 
For invoice of satin 


Peek eee eee wees wees eoee] ceeell weee woes 






Browning Bros 2.0.0.0... ceeceee 63]70 
RB ah eek Be rs tAC ac ohess 
For bill 2/4 


“ 20. 
cS SR eae eerie a ere RN eid ari ee 
SOE AES ie IO es NEI 
N. Y. Realty Co. 


Ae Henderson 3.6) ose scclee 150 
igen ee ees en iets ee 
For 50 yd. silk @ $3.00 





Exercise IV 


Enter the following transactions: 


March, 1919 


3 Wm. Josephs begins a Dry Goods business with 
$10,000 cash. 

4 Pay rent to Hanft & Son, $95. 

5 Buy stationery for cash from Smith Bros., $21.60. 

6 Buy of H. Lucks $700 merchandise on account. 

8 Sell J. Davis $37.50 goods on account. 

9 Pay salaries: Wm. Bland $18; S. Hines, $16. 
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10 Give janitor $1.00 for cleaning store. 

11 Buy of H. Lucks $600 goods on account and send 
them a $500 check. 

12 J. Davis returns $2.00 goods and pays the balance. 

13 Send J. Davis $96 goods. 

15 Buy a $120 typewriter from L. C. Smith & Co. on 
account. 

16 Pay salaries as above and send L. C. Smith a $10 
check. 

19 Draw a $40 check for yourself. 

20 Send L. C. Smith a $10 check. ! 

21 Sell $3.50 goods for cash. 


LESSON III 
LEDGER 


Insufficiency of Journal. — Referring to the 
last Exercise, suppose we would want to know 
at the end of the month how much we owe H. 
Lucks, we would have to look through the 
journal to find out how much we bought of 
him, and how much we paid him. Should we 
want to know how much J. Davis owes us, we 
would have to look through the journal and 
find out how much we sold him and how much 
he paid us. To know what our cash balance is 
we would have to run through the journal to 
find our how much money we received and how 
much we paid out. To know the total amount 
we paid out in salaries this month we would 
likewise have to go to the journal. Similarly 
with other things. 

In a real business where tens and even hun- 
dreds of transactions take place daily and where 
the above information is constantly required, it 
would be absurd to keep books in such a way 
that to get at these facts we would have to 


turn hundreds of pages. Besides, the results 
15 
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‘would generally be incorrect, for work done 
laboriously and ina hurry is rarely done 
right. 

We, therefore, adopt the following plan: 

Ledger. — Get another book called ledger. 
Copy from the journal all the debits and credits 
pertaining to Cash on page 1 of the ledger, all 
the debits and credits pertaining to H. Lucks 
on page 2 of the ledger, all the debits and credits 
pertaining to Purchases on page 3, etc. The en- 
tire journal will thus be copied into the ledger. 
But the entries, that is, the debits and the 
credits, will not be arranged chronologically as 
in the journal, but they will be classified. On 
every page will be found all the debits and 
credits pertaining to one particular phase of the 
business, such as, Salaries, Cash, Sales, ete. 

It is of great advantage to arrange the debits 
on one side of the page and the credits on the 
other. It is customary to write the debits on 
the left and the credits on the right. All that 
need be copied into the ledger is the date and 
the amount and sometimes a word or two in 
explanation. 

Account. — A collection of debits and credits 
pertaining to a particular phase of the business 
is called an Account. We speak of Cash Ac- 
count as found on this page of the ledger and 
J. Davis’ account on that page. The ledger is 
the book containing all the accounts. The 
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journal in which the entries are made originally 
is called a book of original entry. 

Posting. — Copying from a book of original 
entry, as a journal to a ledger, as explained 
above, is called Posting. 

To make it easy to refer from the ledger to 
the journal we write in the ledger the journal 
page from which the entry was taken. On the 
other hand in the journal we write the ledger 
page to which the entry was posted. Care should 
be taken to write the ledger page in the journal 
after the entry has been posted. After a book- 
keeper has finished posting he should look down 
the ledger folio column to see whether a number 
appears opposite every debit and credit. Should 
one be missing it would mean that that entry 
has not been posted. 

Posting should be done at the bookkeeper’s 
leisure, as soon after the entries have been made 
in the books of original entry as possible. In 
some concerns, banks, for example, it is done 
the same day. In others, there may be no harm 
if it is done weeks and even months later. 

Here follows the ledger for Exercise 4. 
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Mopet II 


Cash page 1 









1919 1919 
Mar.| 3 158/10|000|—| Mar. | 4 
12 15 3515 5 
21 16 315) 9 
10 
11 
16 
16 
19 
20 





Wm. Joseph, Capital page 2 





BOOKKEEPING MADE EASY 19 


EEE Eee ———————————eeeE ee 


Rent page 3 


_ 1919 
Mar.| 4 15 95 


Stationery page 4 


1919 
Mar.| 5 15 21 


Purchases . page § 
1919 
Mar.} 6 158 aie 
11 159 {600 
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1919 
Mar. j11 15 








Sales page 8 


1919 

Mar. | 8 159 37/50 
13 160 o6;— 
21 3 3/50 
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Salaries page 9 





Expense page 10 








Return Sales page 11 


1919 
Mar. |12 15 2 
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Furniture & Fixtures page 12 


L. C. Smith & Co. page 13 





1919 SS ORE ee Bane ae Ba) 
Mar. |16 16 10/—| Mar. |15 160] {120;— 
20 i 10|— 








\ 
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EXERCISE V 


Post the entries of Exercise ITI. 


Exercise VI 


Journalize the following transactions and post 


them. 
April, 1919 


6 Wm. Harrison invests $8000 in a business. 

7 Pay rent to L. Denbigh $120. 

8 Buy of J. Kelly on account $710 goods. 

9 Buy of O. Herrick & Co. $1247.50 goods on account. 

11 Sell for cash $10.75 goods. 

12 Sell Wm. Moran on account $126.72 goods. 

13 Pay salaries: J. Leight $24.00; C. Miller $28.00. 

14 Buy of J. Kelly on account $670.41 goods. 

15 Pay D. Herrick & Co. $500 on account. 

16 Receive $50 check from Wm. Moran on account. 

18 Sell Wm. Moran on account $269.70 goods. 

19 Pay for cleaning $2.50. 

20 Pay salaries as above. 

21 Wm. Moran pays balance of the first bill. 

22 Pay D. Herrick & Co. the balance of the bill of the 
9th and buy of them on account $1346.93 
goods. 

23 Pay Yale Towel Co. $1.50 and draw a $75 check 
for yourself. 

25 Return to D. Herrick $35.00 goods. 
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In order to find any account in the ledger 
quickly write them all on one or more pages in 
the beginning of the ledger arranged alpha- 
betically with the page on which each one is 
found opposite. This will make an index to the 
ledger. 


LESSON IV 
TRIAL BALANCE 


Safety Devices.— The safety devices em- 
ployed in railroads and in various dangerous 
machines shift the burden of care-taking from 
the mind of mortal man to an electric current. 
We tell the engineer to be careful, but fearing 
lest he will fail, we arrange it so that as soon 
as his train enters the block of the train ahead 
the semaphore in front of him assumes a hori- 
zontal position. We tell the conductors to shut 
the doors before they pass the bell, but knowing 
that they are fallible we build the car so that 
until the doors are closed the motor will not 
work. A physical device acting automatically 
is more dependable than a human being pos- 
sessed of a nervous system. 

In Politics. — The same principle is true in 
politics. We strive to elect honest and capable 
officials, who will appoint honest and efficient 
employees to the government positions. Know- 
ing, however, that human character is weak, we 
have a Civil Service Law which selects the 
employees automatically. A government with 
such safety devices is called a government of 

25 
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laws, in distinction from a government of men 
where everything depends upon the whim and 
fancy of the particular officials in office. 

In Bookkeeping. — The same principle is true 
in bookkeeping. To employ a bookkeeper who 
is careful and accurate is not enough. All 
people make mistakes sometimes. What we 
should do is to install such a system of accounts 
as will minimize errors and will bring to our at- 
tention errors which we make so that we may 
correct them immediately. 

Double entry bookkeeping possesses a great 
safety device of that kind which single entry 
bookkeeping does not. Therefore, a double 
entry set of books kept by a mediocre book- 
keeper is probably more correct arithmetically 
than a single entry set kept by an expert ac- 
countant. 

Here is the device. 

Take the ledger shown in the last lesson. 
Add the debit side and the credit side of every 
account. Of course, some of the accounts have 
only one item, so that there is nothing to add 
there. Take a sheet of paper and make a list of 
all those accounts with the totals of the debits 
and of the credits written in two parallel columns. 
Now add both columns on that sheet. You will 
have the total of the debits of all the accounts 
and the total of the credits of all the accounts. 
What do you find? 
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Here is the list you should get. 





Aree ee ees et 745.60 
Wm. Joseph, Capital... 10,000 
Ee Mag Sipe Ose CO: ae 

PR ARIOTIORY. 5 iene chs. inp cccscshns 

PT CHAGOS oo. ihn cS hss oh 

I Oe re ht dos ie vss aks 1,300. 
OE TGS GS i ae Aetna 37.50 
Sales.. 137.00 
“TACT 2 a ae aR ee NAB 

OE 0 EY aR A a eR sl 

TOUTE ales. ee, 

Furniture & Fixtures.......0.0.0...... 

tO, Smith & Coie... 120. 





Wm. Joseph, Drawing................ 
12,340.10 | 12,340.10 


Note that the totals of both columns are 
equal. 

When you stop to think you will find that 
both totals must be equal if the work was done 
right. Every time you wrote an amount in the 
debit column of the journal you wrote an equal 
amount in the credit column. Then you copied 
these amounts into the ledger, the debits on 
the left side of the accounts and the credits on the 
right side. The debits and the credits in the 
ledger are, therefore, no more and no less than 
the debits and the credits in the journal. The 
only difference is in the arrangement. In the 


28 BOOKKEEPING MADE EASY 

NIE e al MISE FEY UP GERD EET WEEN 
journal they appear in chronological order and 
in the ledger they are classified into accounts. 
If the debit amount in every journal entry 
equals the credit amount in the same entry, the 
total debits in the journal must equal the total 
credits in the journal and therefore the same 
must be true in the ledger. 

The above statement containing a list of all 
the accounts in the ledger with their balances 
arranged in two parallel columns and brought to 
a balance is called Trial Balance. 

Whenever a bookkeeper finishes posting he 
can test the accuracy of his work by taking a 
trial balance, that is, by making a list of all the 
accounts in his ledger with their totals arranged 
as above. If his posting is correct the totals of 
both columns will be equal. 

Heading.— All bookkeeping statements 
should be headed with the name of the firm, 
the name of the statement and the date. The 
above trial balance should, therefore, be headed 
as follows: 


Wm. Joseph, 


Trial Balance 
March 31, 1919 


Preventing Errors in a Trial Balance. — When 
a bookkeeper cannot get a trial balance, that is, 
his debits do not equal his credits, he knows 
that he made one of the following errors: 
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. Omitted to post a debit or a credit. 

. Posted the wrong amount. 
- Posted to the wrong side of an account; a debit 
to the credit side or a credit to the debit side. 
. Footed one or more of the accounts wrong. 
. Omitted a debit or a credit in the journal. 
. Did not have the debit and the credit in an entry 
equal. 
7. Wrote both the debit and the credit amounts in 
the same column in the journal and posted them 
so. 


Ne oe 


> OV 


A trial balance is thus a safety device. When 
the bookkeeper cannot get it he knows there is 
something wrong somewhere and will look for 
the error. A trial balance should be taken as 
frequently as possible so as to detect errors as 
soon as possible. It is much harder to straighten 
out books after errors have piled up. In banks 
trial balances are taken daily. In the usual 
business house they are taken monthly. 

It should, however, be understood that obtain- 
ing a trial balance does not necessarily mean 
that the work is perfect in all respects. There 
are many errors that can be made without inter- 
fering with the trial balance. 

Errors not Preventing a Trial Balance. — 
When an entry is entirely omitted, either from 
the journal or from the ledger, the debit footing 
and the credit footing will be less than what 
they should be by the same amount but they 
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will be equal to each other. The bookkeeper 
who has no way of knowing what the footing of 
the trial balance should be will not know that 
his is wrong. As long as his debits equal his 
credits he will think he has the correct trial 
balance. 

When items are posted to wrong accounts or 
the wrong accounts are debited or credited in the 
journal a trial balance will not be prevented. 
Suppose instead of debiting Smith’s account 
($10), we debited Brown’s account. Smith’s 
debits will be short $10 but Brown’s debits will 
be over $10. The total of the debits in the 
ledger will thus be what they should be. 

When a bill is figured wrong both the debit 
and the credit amount in that entry are in- 
creased or decreased, but by an equal amount, 
and therefore the ledger is not thrown out of 
balance. 

A bookkeeper must therefore work with ex- 
treme care. The trial balance will not notify 
him of all the errors he has made. Every time 
he writes an amount he must look it over to see 
whether he wrote it correctly. 

It is advisable to write the ledger folio of each 
account to the left on the trial balance sheet so 
as to make it easy to refer back to the ledger 
page of a certain account without looking it up 
in the index. 
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Exercise VII 


Take a trial balance of the ledger in Exercise 5. 
Steps to Be Taken to Locate an Error that Pre- 
- vents the Trial Balance.— Take first the easy step 
and then the harder one. 

1. Foot the trial balance again. Of course 
this should be done anyway. Every addition 
should be performed twice; once down and 
again up. Every subtraction should be proved. 
Every multiplication and division should be 
gone over. 

2. Determine the difference between the debits 
and credits. 

Try to think of an entry involving that 
amount or half of it and see whether it was 
posted correctly. 

If you failed to post a $50 debit entry your 
trial balance will show a credit excess of $50. 
If you posted a $25 debit entry to the credit 
side of an account your trial balance will also 
show a $50 credit excess. For, as far as the 
entry in question is concerned, nothing was 
posted to the debit side; but two $25 entries 
were posted to the credit side, the right one and 
the wrong one. You, thus, posted $50 more to 
the credit side than to the debit. A credit 
excess of $50 may therefore mean either an 
omission of a $50 debit, a $50 credit posted 
twice, or a $25 debit posted to the credit side. 
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3. See whether the totals of the accounts 
were copied correctly to the trial balance sheet; 
both as to whether the right amount was copied 
and as to whether it was written in the right 
column. A common error is to transpose 
figures, writing 63 for 36 or 117 for 171. An- 
other common error is to copy $50 for 50¢. 

4. Verify the footings of the accounts in the 
ledger. 

5. Verify the posting. See whether all the 
journal entries were posted and only once; 
whether the right amounts were posted and to 
the right side of the account. 

6. Foot the column in the journal. The 
debits should equal the credits. 

If you have not yet found your error take 
these steps over again. You must findit. You 
can find it without anybody’s assistance if you 
will only work slowly and carefully. 


Exercise VIII 


Take a trial balance of Exercise 6. 


LESSON V 
NOTES AND DRAFTS 


Note. — Ch. Edwards owes Wm. Mills $100 
which he is to pay him in thirty days. Mills 
fears that when the time comes for Edwards to 
pay he will deny the entire debt or part of it. 
If Edwards owes the money for goods bought he 
may later claim that he never received them or 
that he received them in a damaged condition 
and therefore he should not be obliged to pay 
the full $100. Mills would then have to sue 
Edwards. A lawsuit is a costly affair and does 
not always end successfully for the one who is in 
the right. To be on the safe side, Mills should 
therefore ask Edwards for a written acknowl- 
edgment of the debt, something like the following. 


$100106 New York, Apr. 25, 1919 
Thirty days after date I promise to pay to the 


order of William Mills... 


ae Due May 24, 1919 Ch. Edwards 





This is a promissory note. On May 24th Mills 


will present the note demanding $100. Edwards 
33 
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will not be able to deny any part of it since he 
has made an unconditional promise in writing to 
pay $100 on May 24th. If he will have any 
claims against Mills he will be obliged to sue 
Mills but he must pay this note. 

Checks, notes and such other papers are con- 
stantly passed on by business men from one to 
the other. It is important that the one who 
accepts one of these papers should know posi- 
tively that he will get the full amount written 
on its face on the day it falls due. The law, 
therefore, does not allow the signer of the paper 
to put up any excuse for paying less. You are 
therefore surer to get your money, and all of it, 
from a man who owes you on a note than from 
one who owes you on an open account. ; 

Drafts. — Instead of Mills waiting until he 
received the note from Edwards, he could have 
drawn the following draft on him: 


$1001 New York, Apr. 25, 1919. 
Thirty days aed date pay to the order ge My- 
self... 2 +58 


One Piideed Yoo 
and charge to the account of 
To: Ch. Edwards } 
Boston, Mass. 


Wm. Mills 





Acceptances. — Mills would send this draft to 
Edwards with a request to accept it, that is, to 
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promise to fulfill this order. This Edwards can 
do by writing across the face of the draft: Ac- 
cepted Ch. Edwards. It is then the same as if 
Edwards had given Mills a promissory note. 
_ Whatever is true about a note is true about an 
accepted draft which is called an acceptance. 

Let us now attend to the bookkeeping end of 
it. 

Notes Receivable and Notes Payable. — As a 
business firm we shall sometimes receive notes 
from people who owe us money and sometimes 
we shall give notes to those whom we owe. 
The notes we get from other people and our 
drafts accepted by other people on which we 
shall receive money at maturity we call Notes 
Receivable. The notes we give to other people 
and other people’s drafts which we accept which 
we shall have to pay at maturity, we call Notes 
Payable. | 

Transaction: April 1— Sell H. Gordon $375 
goods on account. 


When posted to skeleton accounts (used only 
in explanation) it is: 


H. Gordon Sales 


$375 $375 | 
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Transaction: April 10th, Receive from H. 
Gordon a 60-day $375 note in payment of the 
bill of April Ist. Of course, we credit Gordon’s 
account, but what account should we debit? We 
cannot debit cash because we received no cash. 
A note is worth money, but it is not cash. Cash 
includes only such things as a bank accepts for 
deposit, and these are things for which you can 
get money on demand. A note or a draft which 
is payable at some future date will not be ac- 
cepted for a deposit and therefore is not included 
in Cash. 

To return to the transaction: What account 
should we debit for the note received? Well, 
what account do we debit when we receive cash? 
Cash. What account do we debit when we re- 
ceive goods bought? Purchases. What account 
do we debit when we receive a safe or a table? 
Furniture and Fixtures. What account should 
we debit when we receive a note? Notes re- 
ceivable. The complete entry is then: 


Notes Receivable.........0...0...0..0..... 375 
PLO COP Ob. cok eo eet waren aa 375 
When posted to skeleton accounts it is: 
H. Gordon Sales Notes Receivable 


375 | 375 | 375 375 


Gordon’s account is closed. He does not owe 
us any more for the goods he bought. Of course 
he will have to pay the note on June 9. 
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Transaction: Sell Field Bros. $110 goods for 
cash. 


BGAEEY BA ety fais Sos s reese leche: 110 
Noo. ee AOE Se RRR ED eRe Ree [3 


No account is opened for Field Bros. because 
they owe nothing. They paid for what they 
bought. 

Transaction: Sell Field Bros. $110 goods on 
a 60-day note. 


No account is opened for Field Bros. because 
they owe nothing for the goods they bought. 
They paid for them with a note. Of course 
they will have to pay the note at maturity. 

Let us now see what entries to make for our 
notes, that is, for notes we sign. 

‘ Transaction: May 1— Buy of H. Weber & 
Co. $1300 goods on account. 


Entry: Purchases........ 1300 
H. Weber & Co. 1800 


When posted it is: Purchases H. Weber & Co. 
1300 | 1300 


Transaction: May 10— Give H. Weber & 
Co. a three-month note for $1300. 

In our entry we debit H. Weber & Co., be- 

cause we gave them something worth $1300. 
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But what account should we credit? Credit the 
note account. Since we shall have to pay this 
note at maturity, we call it a note payable. 
The entry is then: 


H. Weber & Co... cece cece ees 1300 
INGLES POVADIG s...ccxticas <cssieaeenaeee 1300 


When posted it is: 
Purchases H. Weber & Co. Notes Payable 


1300 | 1300 | 1300 | 1300 


Weber’s account is closed because we owe him 
nothing. We gave him a note in payment. Of 
course we shall have to pay the note at ma- 
turity. 

Transaction: Buy a $250 safe from the Mos- 
ler Safe Co. and accept their thirty-day draft 
for the amount. 


Entry: Furniture and Fixtures......250 
Notes Payable. 3) 55) alas 250 


Remember that accepting one’s draft is equiva- 
lent to giving him a note. 

We have established the following rule in 
reference to notes: Whenever we get another 
firm’s note on which we expect to receive money 
at maturity we debit Notes Receivable. When- 
ever we give our note, which we shall have to 
pay at maturity, we credit Notes Payable. 
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EXERCISE IX 


Journalize the following transactions, post 
them, and take a trial balance. 


May, 1919 


. Buy of H. B. Claflin & Co. $1163.75 goods 
on account. 
2. Sell O. Goldsmith $161.75 goods on ac- 
count. 
3. Sell Geo. West $360 goods on account. 
4. Buy of L. Miller $267.98 goods on account. 

12. Receive from O. Goldsmith a 60-day note 
for $161.75 in payment of the bill of 
May 2. 

13. Buy of Butler Bros. $652 goods on a 90- 
day note. 

15. Draw on Good & West a 30-day draft, and 
mail it to them for acceptance. 

16. Send H. B. Claflin a $1000, 30-day note. 

17. Sell Wm. Strong $80 goods on a 1-month 
note. 

18. Receive from Good & West your draft on 
him duly accepted by them. 

19. Buy of H. Forbes & Co. an automobile 
truck for $3200, giving a six-month note 
in payment. 

20. Receive from L. Miller a 60-day draft 

for the amount of the bill of May 4 

with a request for acceptance. Accept 

it and return it to him. 


— 


Nors.: Make no entry the day you send away the 
draft. Wait until you get it back accepted. 


LESSON VI 


NOTES PAID 


Receiving Payment for Notes. 
Enter the following transactions: 
June 1. Sell to H. B. Horn $125 goods on 
account. 


25. Receive from H.B. Horn a $125, one- 
month note in payment of the bill 


of June 1. 
June, 1919 
1. 
Be EGR le eee ees 125 
Sales.... 125 
25. 
Notes Receivable.......................... 125 
WALD EPOED coda ee ae OA ee Sh 


1-month note, bill 6/1 
Post to skeleton accounts: 


H. B. Horn Sales Notes Receivable 


125 125 | 125 125 | 


On July 25 the note is due. We present it 


40 
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to Mr. Horn, get a $125 check for it, and sur- 
render it to him. What entry should we make? 

The first thought that comes to one’s mind is: 


is SO Bgl & (oy ee Ln ENE 


H. B. Horn Sales Notes Receivable Cash 


125 | 125 125 125 125 
125 


Sales and Cash accounts are correct, for the 
sum total of these three transactions is that we 
sold $125 goods and we received $125 in pay- 
ment. Let us examine the other two accounts. 
H. B. Horn’s account shows a credit balance of 
$125 which can mean only one thing, viz.: that 
we owe him $125. But this is absurd. We 
never owed him anything. He owed us $125, 
_ ave us a written promise to pay it, and then 
_ fulfilled that promise. We are quits with him. 
His account should, therefore, balance, that is, 
the debit side should equal the credit side. 

Let us examine Notes Receivable account. 
It shows a debit balance of $125, which means 
that we possess a $125 note, but this is not so. 
We had such a note, but returned it to Horn 
when he paid us. Since we have no note now, 
Notes Receivable account should balance. ‘To 
make it balance we must credit it for $125. 
The entry on July 25 should therefore be: 
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Notes Receivable wu... cece cee cess cece ceeees 125 


When this entry is posted instead of the 
wrong one, the ledger is: 


H.B. Horn Sales Notes Receivable Cash 


125 | 125 | 125 125 | 125 125 | 


making all accounts correct. 

It is true we get the money from H. B. Horn, 
but he should not be credited for it, because he 
was already credited on June 25, when he gave 
us the note. To credit him again on July 25 
when he pays it would be crediting him twice 
for the same value, once when he promises to 
pay and again when he pays. 

Notes Receivable should be credited on July 
25, for we are giving up the note. When we give 
up Cash, we credit Cash; when we give up 
goods sold, we credit Sales. Similarly, when we 
give up the note we should credit Notes Re- 
ceivable. 

Paying for Notes. —Let us now turn our at- 
tention to our notes, that is, those we sign and 
give to other firms. 

Enter the following transactions: 


August 1. Buy of Geo. Shepherd $340 goods 
on account. 
10. Accept Geo. Shepherd’s 60-day 
draft on you for $340. 
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August, 1919 
1. 
MAS re eae atss sopritvesate 340 
RGOO. TIMED CLO meer cies ho ckeincoseed eto ete 340 
10. 
PICO NCO 6 has sctdlins pain 340 
SESS nee ane penn OEE 340 


60 days acceptance bill 8/1 
When posted the ledger is: 
Purchases Geo. Shepherd Notes Payable 


340[ 340 | 340 | 340 


On October 9, the acceptance is due. Mr. 
Shepherd presents it to us, we give him a check 
for it and receive it from him. What is the 
entry? 

One’s first thought is: 


Geo. ee 5 Ty ater as 340 
Cash... ee vesetseeveee O40 
When posted the ledger would be: 
Purchases Geo. Shepherd Notes Payable Cash 


340 340 | 340 | 340 | 340 
340 


Purchase and Cash accounts are correct, for 
the sum total of these three transactions is that 
we bought $340 goods for which we paid $340. 
Let us now examine the other two accounts. 
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Shepherd’s account has a debit balance of 
$340, which means only one thing, viz.: that he 
owes us $340. But this is absurd. He never 
owed us anything. We owed him $340, but 
paid him on time. Since he stands no more in 
any financial relation to us, his account should 
balance. 

Notes Payable account has a credit balance 
of $340, which means that we owe a note for 
that amount. But this is not so. We did owe 
a note, but we paid it promptly. The account 
should therefore balance. The way to make it 
balance is to debit it for $340 instead of Shep- 
herd’s account. 

The entry on October 9 should therefore be: 


When this entry is posted instead of the 
wrong one the ledger is: 


Purchases Geo. Shepherd Notes Payable Cash 


340 340 340 340 340 | 340 


making all accounts correct. 

It was wrong to debit Shepherd on October 9 
because he was already debited on Aug. 10 
when we accepted his draft. To debit him 
when we paid him would be to debit him twice 
for the same value, for after all we are giving 
him $340 only once. 


BOOKKEEPING MADE EASY 45 





On the other hand, Notes Payable account 
should be debited. Don’t we debit Cash when 
we receive cash, or Purchases when we receive 
some goods bought or Furniture and Fixtures 
when we receive a safe or a desk? Likewise we 
- should debit Notes Payable when we receive 
back the acceptance which we pay. 

Let us formulate a definite rule for the pay- 
ment of notes. When we pay our note or ac- 
ceptance we do not debit the one whom we 
pay. We have debited him already when we 
gave him our note or when we accepted his 
draft. We debit Notes Payable. 

When one who owes us money on a note or 
an acceptance pays it, we do not credit him. 
We credited him at the time he gave us his 
note or when he accepted our draft. We credit 
Notes Receivable. 


EXERCISE X 


Journalize the following transactions, post 
them, and take a trial balance. 


Sept. 6. Buy of Karpen Bros. $1638.70 

goods on account. 

7. Buy of B. Gay & Son $2270 goods 
on a 90-day acceptance. 

8. Sell John McRae $240 goods on a 
two-month note. 

9. Sell E. DuBois $347.50 goods on ac- 
count. 


46 





BOOKKEEPING MADE EASY 


Sept. 10. Send Karpen Bros. a one-month 


Oct. 


Nov. 


Dec. 


12. 


15. 
16. 
10. 
11. 


12. 


12. 


‘14. 


note for $1638.70 for bill of 
Sept. 6. 

Draw a 30-day draft on E. DuBois 
for the bill of Sept. 9 and mail it 
to him for acceptance. 

Sell H. Livingston $97.10 goods on 
account. 

Receive your draft from DuBois 
duly accepted. 

Pay your note in favor of Karpen 
Bros. due to-day. 

Buy of L. Berkey & Co. $875 goods 
on account. 

Receive payment from DuBois for 
his acceptance due to-day. 


. Receive payment from John McRae 


for his note due to-day. 


. Pay your acceptance in favor of B. 


Gay & Son due to-day. 

Receive from H: Livingston a 
check for $97.10 for bill of Sept. 
15. 

Send L. Berkey & Co. a check for 
$875 for their bill of Oct. 11. 


LESSON VII 
INTEREST 


Interest-bearing Notes.—If Ch. Edwards 
owes Wm. Mills $200 due to-day and offers him 
a 60-day note instead of cash, Mills might refuse 
to take it. He might say he wants the money 
to-day instead of 60 days later, for he could use 
the money these 60 days. 

Edwards could satisfy Mills by promising to 
pay him interest for the 60 days. A business 
man might not care when he gets a sum coming 
to him as long as he gets interest for the period 
that he is kept waiting. 

The note would then read as follows: 

Ebel SOG a pee ORS TeP ers senior uence remit 

$200.00 New York, May 1, 1919 

Two months after date I promise to pay to 
the order of William Mulls... ccc ee 


Pro Hundred Py occ scscccsc seen sees sese ceee eres enes Dollars 
with interest at 6 % 
NO? iI%.. Due........ July 1 Ch. Edwards 





On July 1 Edwards would have to pay the 
face of the note, $200, plus the interest for the 
60 days, $2, a total of $202. 

47 
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Interest Received. 


| Let us examine Mills’ books. On May 1 his 
entry was: 


Notes Receivable ..............6.cc0ccc00. 200 
(TAU Wars i ee as ce as ee 200 


Posting to Notes Receivable account, the 
only one we are concerned with at present, we 
have: 

Notes Receivable 
200 


On July 1 we receive a check for $202, from 
Ch. Edwards. 


What is the entry? Our first thought is: 


Posting to Notes Receivable account we would 
have 
Notes Receivable 
200 202 


showing a credit balance of $2. But this is 
wrong. Since we do not possess the note any 
more, for we had to surrender it to Edwards 
when he paid it, the account should balance. 
It is evident then that Notes Receivable must 
be credited for only $200. What account should 
then be credited for the extra $2? Edwards’ 
account cannot be credited for it, because his 
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account must also balance and does balance, for 
he neither owes us nor do we owe him. He was 
debited for $200 when he bought of us the 
goods and was credited for the same amount on 
May 1 when he gave us the note. 
Interest account should be credited for the 
$2. Since it is on account of interest that we 
get the extra $2, that phase of the business 
should get the credit for it. The entry on 
July 1 is therefore: 


Cr ee ihe Ba BO 
Wotes Receivable 2. hii Sea 200 
Inberestss eee ee ee ee a ee 2 


As long as the total of the debits equals to 
the total of the credits, it makes no difference 
into how many parts they are divided. 

When posted the accounts stand: 


Notes Receivable Interest Cash 
200 | 200 | 2 202 | 


Interest Paid. — Let us now discuss interest 
which we pay to our notes. 
Transaction: Give H. L. Jennings a $500, 
30-day, interest-bearing note. 
Entry: 
Hina dennitive:c aes s000 
Notes: Payables. ....:.:sceccsaesee depp stoe 500 


When the note is due we must pay Jennings 
$502.50 for the note. Of course we credit Cash 
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$502.50, but what account should we debit? We 
cannot debit Notes Payable account, for that would 
make the account so, 


Notes Payable 502.50 | 500 


with a credit balance of $2.50. This would be 
wrong. Since we have already paid the note, 
since it is no more outstanding against us, its 
account should balance. It is evident that 
Notes Payable should be debited for only $500. 
Well, what account should be debited for the 
extra $2.50? It cannot be Jennings’ account, 
for his account should also balance, since we do 
not owe him and he does not owe us. We 
credited him for $500 when we bought the 
goods of him and debited him for the same 
amount when we gave him the note. His account 
should not be reopened. Interest account should 
be debited for the $2.50. It is on account of 
Interest that we have to pay the extra $2.50. 
Charge that account for it. The complete entry 
for the $502.50 check is 


Notes Payable...................500 
Interest: 8. Se aes 
CCE) ee Rep reONIS AiisMbcc sas oar 


In some business houses two accounts are 
opened: one, Interest Received and the other 
Interest Paid. In other firms one account is 
kept for both, the interest received is credited to 
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it and the interest paid is debited to it. We shall 
keep one account for both. | 

The day an interest-bearing note is given, no 
entry is made for the interest, for it does not 
exist then. It is entered when it is paid. 

Some notes bear interest and others do not. 
If the note reads “ with interest ” it is interest- 
bearing, otherwise it is not. 


EXERCISE XI 


Journalize the following transactions. 
Post them and take a trial balance. 


October, 1919 


9. Buy of L. Gluck, $640.00 on account. 
10. Buy of Sherman Bros. $569.50 goods on 
a one month note with interest. 

11. Sell the Auto Sales Co. $260.00 worth of 
goods on a 30-day note with interest. 

12. Sell H. Metz $124.75 goods on account. 

15. Send L. Gluck a two-month $640.00 note 
with interest for bill of the tenth. 

16. Received from H. Metz a 60-day note for 
$124.75 with interest for bill of the 12th. 


November 


10. Pay your note in favor of Sherman Bros. 
due today. 
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10. Received payment from the Auto Sales 
Co. for their note due today. 


December 


15. Pay L. Gluck your note due today. 
15. Received payment from H. Metz for his 
note due today. 


LESSON VIII 
NOTES ENDORSED 


We received the following note May 3. 
Si ean ela > 88 SR ar icp is a eae iain Ee San 
$800.00 New York, May 2, 1919 
Ninety days after date we promise to pay to 
the order Of A. Stert... cess coesescceces seins seis 
Eight Hundred 00/100... ee seee esses soes sees Dollars 
Wek Due...:.... July 31, 1919 Gold & White 


Our entry when posted is: 
Notes Receivable Gold & White 
800 800 


In the usual course of events we would keep 
the note until the day of maturity and collect 
on it. On May 15th William Sharp asks us to 
pay him a debt we owe him, and as we have no 
money we give him the above note. 

Since it is payable to us on its face, we must 
endorse it to Sharp when we give it to him; that 
is, we write across the back: 


Pay to the order of 
William Sharp 
A. Stern 
53 
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On July 31st, Messrs. Gold & White will not 
pay the note to us but to William Sharp. ; 

What is our entry on May 15th when we en- 
dorse the note to Sharp? We debited Notes 
Receivable account on May 2nd when we re- 
ceived this note from Gold & White. On the 
15th when we give away this same note we 
credit the same account. The entry is therefore: 


Notes Receivable ....0... occ .cccsccc cess coco cose cece 00.800 


When posted Notes Receivable account will 
balance, as it should since we do not possess the 
note any more. 

The ledger will then be: 


Notes Receivable Gold & White Wm. Sharp 
800 | 800 | 800 800 | 


What entry should Wm. Sharp make when he 
receives this note endorsed by us to him? 


Notes Receivable.............0.0.0000.00.... 800 
7a <2) «Wena aco 800 


It is a note receivable for him because on the 
day of maturity he will receive money for it, 
not from us but from Gold & White, but it 
makes no difference to him from whom he re- 
ceives it. 

What entry do Gold & White make on May 
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15th when their note is endorsed by us to Wm. 
Sharp? Noneatall. They know nothing about 
this endorsement. It does not concern them. 
All they have to do is to have the money ready 
on July 31st. Whoever will bring the note will 
- get the money. Of course, he must be the true 
owner of it; it must be properly endorsed to 
him. Wm. Sharp can endorse the note to John 
Smith. In that case Smith will bring the note 
and receive payment. A check, a note or a draft 
can be endorsed any number of times. 

Notes Discounted. — Suppose we had not en- 
dorsed the note to Wm. Sharp and suppose 
that on May 20th we would be short of money. 
We could then sell the note to the bank or to 
anybody else. How much would we get for it? 
The bank would figure as follows: 

We are giving you $800 to-day, May 20th, 
and we will get it back from Gold & White on 
July 31st, that is, 72 days later. We are thus 
lending you the money for 72 days and will 
therefore charge you interest on $800 for 72 
days, which we will deduct in advance. The 
bank, therefore, gives us for the note $800 less 
$9.60, or $790.40. What entry should we make 
for this receipt, remembering that since May 3d 
we had this account on our books: 


Notes Receivable 
800 
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We cannot make this entry: 


CBR e sea oe ae $790.40 
Notes Receivable... ccc cesses cesecene $790.40 


for when posted Notes Receivable account 


Notes Receivable 
800 790.40 


would show a debit balance of $9.60, meaning 
that we possess a note for that amount. This 
is not so. We have no note any more and there- 
fore the account should balance. The correct 
entry is: 


RAGE a vis ees eet bain icc ce 
Ga eS: Lae ees Ceres et Teena SS) 
Notes Receivable ............ccc. cscsccse css secs osoees..800 


When posted we have: 
Interest Notes Receivable Cash 


9.60 | 800 | 800. 790.40 | 


Interest is debited for $9.60, for we are de- 
prived of that amount on account of interest. 
If not for interest we would have received $800 
for our note. The amount we lose should be 
charged to interest. 

Interest deducted in advance is called Dis- 
count. We can either have two separate ac- 
counts, one called interest for interest we’ pay 
or receive and another called Discount, for dis- 
count (interest) deducted by the bank, or we 
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can have one account for both called Interest & 
Discount. We will follow the second method. 
In all the above entries, where Interest account 
was debited or credited, substitute for it Interest 

& Discount. 

Beginners often ask the following question: 
Why is it that when we receive Cash we debit 
Cash account, when we receive furniture we 
debit Furniture account, when we receive a note 
receivable we debit Note Receivable account, and 
so on, and when we give away these things, we 
credit these accounts; while with interest the 
rule seems to be reversed. We debit Interest 
account when we pay interest and credit the 
account when we receive interest. 

The answer is that we do not receive interest. 
We receive money for interest. Interest gives 
us the money, so to speak. Therefore, we debit 
Cash and credit interest., We do not pay inter- 
est, we pay money on account of interest, to in- 
terest, if you wish. Therefore we debit interest 
and credit Cash. 


EXERCISE XII 


Journalize the following transactions and post 
them. 
November, 1919 


4. Sell the Universal Supply Co. $250 goods 
on a 30-day note with interest. 
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8. Sell H. Jacoby & Co. $400 goods on a one- 
month note. 

9. Sell A. Springer & Sons $300 goods on a 
30-day note. 

10. Sell George Braested $120 goods on ac- 
count. 

11. Buy of Black & Gordon $750 goods on a 
15-day note. 

12. Receive from George Braested a note for 
$120 payable in 60 days for bill of the 
10th. 

13. Endorse to Robt. Frost the note re- 
ceived from H. Jacoby & Co. 

15. Discount A. Springer & Sons’ note at 
your bank, receiving credit for the pro- 
ceeds. 

26. Pay your note to Black & Gordon due 
to-day. 

27. Discount Braested’s note at your bank, 
receiving credit for the proceeds. 


December 


4. Receive payment from the Universal Sup- 
ply Co. on their note due to-day. 


Rule for Journalizing.— The rule for jour- 
nalizing which we have been following in these 
chapters, has been: Debit the person or the 
department of the business that takes some- 
thing away from us and credit the person or the 
department of the business that gives us some- 
thing. We have thus personified the depart- 
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ments of our business, the various phases of our 
business. It has helped us to understand why 
we should debit or credit the different accounts. 

We can now abandon this elementary way of 
looking at the transactions and adopt the 
' broader view of debit and credit. 

The accountant says: Debit what costs value. 
Credit what produces value. He means debit 
the account representing that phase of the 
business that costs us some value and credit that 
account representing that phase of the business 
that produces some value. 

Let us test this rule by the knowledge we 
have already acquired: 


Transaction: Sell $100 goods for cash. We get 
the money, but we have to give up the goods. The 
money thus costs us the goods. Therefore debit 
Cash. On the other hand, the sale of the goods pro- 
duces the money. Therefore credit Sales. 

Transaction: Receive $200 from H. Johnston in 
payment of the bill of last month. Since last month 
when we sold Johnston the goods, we possessed a 
value in the debt that he owed us on his open ac- 
count. By taking the money from him to-day we give 
up the account, that is, we can no more claim any- 
thing from him. The money we get costs us his 
account. Therefore debit Cash. The account, on the 
other hand, produces the money, therefore credit 
H. Johnston’s account. 

Transaction: Buy $300 goods on account from H. 
Stone. Mr. Stone produces the goods for us. There- 
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fore credit H. Stone. The goods purchased on the 
other hand cost us the value of the debt we get into 
to the extent of $300. Therefore debit Purchases. 

Transaction: Pay $10 interest on $1000 borrowed 
for 60 days. The use of the money for 60 days costs 
us $10, that is, interest, which is the bookkeeper’s 
name for the use of the money, which costs us $10. 
Therefore debit interest. The $10 on the other hand 
procured for us the use of the money, which is a real 
value to us. Therefore credit Cash. 

Transaction: Pay our $500 note. Our note costs 
us $500. We are buying back our note from the 
holder for $500. Therefore debit Notes Payable 
$500. The money on the other hand procures for us 
our note which is worth $500. Therefore credit 
Cash. 

Transaction: Pay clerk’s salary $25. The money 
produces for us the clerk’s services. Therefore credit 
Cash. The services cost us the $25 we must give 
up. Therefore debit salaries. 


Every transaction, whether involving cash or 
not, can be analyzed like those above. A trans- 
action is an exchange of values. We give away 
something to get something else. What we give 
produces for us what we get. What we get 
costs us what we give away. Another way of 
looking at it is: 

Debit what we get, for it cost us what we 
must give away in exchange. Credit what we 
give, for that produces for us what we get in 
return. : 


LESSON IX 
CASH BOOK 


Labor-saving Devices.— The labor-saving 
devices in modern industry have multiplied the 
life of man. In his short existence he now pro- 
duces more, consumes more, knows more and 
experiences more than his ancestors of centuries 
ago. This means more life and therefore we 
call these devices contributions to civilization. 

The science of bookkeeping has done its 
share towards progress by inventing labor-sav- 
ing devices in the art of keeping records. 

The method outlined in the above chapters 
can be used for any business; only in a real 
firm, where many transactions occur in a day, 
it would prove too laborious. By ruling more 
columns and by getting more books we can adapt 
our system to the most complicated business. 
Our entries will still follow the rule of debit and 
credit, and our additional books will simply be 
modifications of the journal and the ledger. 

In Bookkeeping :— 

Journalize the following transactions of Jan- 
uary 5th: 

Sell $14 goods for cash. 


Receive $200 from L. Stern on account. 
61 
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Receive $96.30 from the Brooklyn Supply Co. for 
bill of Dec. 13. 

Receive $126.70 from Strong Bros. for bill of Dec. 
24. 

Receive $300 from H. Levien in payment of his 
note dated Nov. 5. 


Omitting explanations: 


January, 1919 


5 


area. ie Bis ik ee 


MTB orb orcas ohseoe eee ee 
oe beh a ee 


5 
Cash... Nec aelaces oc tO 
The Brooklyn! Sippy CO RA eer es 96.30 
5 
Cash... iar ...126.70 
Sinone” Bion! sks slesiel oc TE Re ere a RE 126.70 
Cash... ee edit Oe 
Noles VENER a NG ae NAL aa ereaahy NS 300 


Make one entry that will have the same effect 
as the above five entries. 
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January, 1919 
5 
ehh s Liv cca tb ncsafaosanaccoay s=he'asse -apapenh 14 
FL Una aoe Ra pime mRRERREEE Y') 
The Brooklyn Supply Co... 96.30 
Strong Bros. .........1:ce sees Me wniinre 8 7971), 
Notes Receivable ...........:.:ss cee ceee eee cess eens 300 


This entry requires less writing in the journal 
than the five individual entries and less posting 
to the ledger. Besides, less work usually means 
fewer errors. 

There is, however, a difficulty in making this 
entry instead of the above five. When should 
it be made? It cannot be written down when 
the $14 sale takes place, for we know not yet 
what the future receipts will be. We cannot 
wait to write it down at the end of the day, for 
that would mean that we would have to remem- 
ber all the receipts of the day. Bookkeeping 
cannot depend on memory. 

This difficulty can be solved by using a special 
page for such entries. As soon as each one 
occurs write it down, just crediting the proper 
account for the proper amount. At the end of 
the day add the credits on this page and debit 
cash for the total. The other transactions not 
involving cash receipts can be entered in the 
regular part of the journal in the usual way. 
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The. special pages can be removed from the 
journal and bound in a book. Or instead of 
using special pages in the journal and binding 
them later we can get a special book and make 
these entries in it originally, looking upon it as 
a subdivision of the journal. Instead of com- 
pleting the entry by a debit to Cash every day 
we can do it every week or month. 

Cash Receipts. — We can, therefore, use two 
books to enter our transactions, a journal and 
a cash receipt book. Enter in the journal in 
the usual way all transactions except those in- 
volving a receipt of cash. Such transactions 
should be entered in the special cash receipt 
book only, by a credit to the proper account. 
Only half the entry, the credit part, is thus 
written down when the transaction takes place. 
At the end of the month add up the receipts and 
debit cash for the total. 

Cash Payments. — What is true about the cash 
receipts is true also about the Cash payments. 


Enter the following transactions of January 
19th. 


Pay Rent to A. Brody... $75 
1s CES IE ORDA HT I AK e 46 
Pay H. Herman for bill of 1 FS cena at 126.75 
Pay your note favor M. Wate Reel teer i! 


Pay J. Springer on account................. 100 
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Omitting explanations: 
January, 1919 


19 
y «ETS Se Ona mena eerie 7 Paty (Peay 


19 


19 
H. Herman............ 0.000000 000002..126.75 
C0 ENGR a0 Se DE ERD ee eA aD? 126.75 


J. ae bs oO eS 1 
' Cash... lies ae COMMS I ; 


Making one ae instead, we have: 


Ge icccingte an PhO 
aCe oe ooo iceonss vnc sanpe sich 46 
Hi. Hermanon..e.e. cece cece ceee oe 126.75 
Notes Lae ee ot eee 350 
J. ee secseeseneeeee LOO 
Cash... ROS amie De Youn een 697.75 


The cash payments pe dhe, Ge be entered 
on a special page in the journal or rather in a 
special book treated as part of the journal. The 
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various accounts are debited as the transactions 
occur, but the credit to Cash is made at the end 
of the month for the total paid out. 

We would thus have three books of original 
entry, a journal, a cash payment book, and a 
cash receipt book. Some firms have it. We, 
however, will follow the practice of the great 
majority of firms and combine the cash receipt 
book and the cash payment book into one called 
the cash book, by entering the receipts on the 
left-hand page and the payments on the right- 
hand page, so: 

Mopet III 


[Left-hand page] Receipts. January, 1919 


Accounts to be Cr. Explanation 
1919 





Jan.| 4) Wm. Morris, Capital investment 
8| H. Stearns & Co. bill 12/3/18 
9| Notes Receivable, H. Brooks d. 11/9/18 
9| Interest & Discount on above 
10} The Cosmopolitan Mfg. Co. ona/c 
Dr. Cash 





a ae ne eeoneeesemenrnenrweens Sle ie Sac. VN ee 

Be it remembered that from now on no cash 
transaction is to be entered in the journal, but 
in the Cash Book. Notice where the date and 
the explanation are written. 
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pea ye oe 


[Right-hand page] PAYMENTS. January, 1919 


Accounts to be Dr. Explanation 


Rent The Urban Realty Co. 
Expense scrub woman 
Stationery Golden Bros. 

Huss & Co. bill 12/3 

Wn. Morris, Drawing 


Salaries J. Hill 35; L. Wein 41 
Expense Dieges & Co. 
Notes Payable H. Shimer d. 12/13 





Posting to the various accounts can be done 
all along. It is only the posting of the total 
receipts and payments that can be done only at 
the end of the month. 

Here follows the ledger for the above Cash 
Book: 

William Morris, Capital 
| 6,000 
H. Stearns & Co. Notes Receivable Int. & Dis. The Com. Mfg. 


469.80 | 600 | 6 [ 900 


Rent Expense Stationery Huss & Co. 


125 1.75 9.50 | 463.75 | 
15. 


Wm. Morris, Drawing Salaries Notes Payable Cash 


50 | 76 | 120 | 7,975.80|861.00 


Take a trial balance. 
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EXERCISE XTIT 


Enter the following transactions in the Jour- 


nal and Cash Book: 


fs 


mH SOON DOP oo 


February, 1919 


. Bernard Richards invests $6000 in a business. 
. Pay rent to Ch. Moses $95. 
. Pay Stationary bill to Geo. Barth $16.70. 


Buy an account $830 goods from L. Herbert. 
Sell an account $64.75 goods to Hitchcock Bros. 


. Send L. Herbert a 10-day note for $830. 
. -Pay Salaries $54. 
. Receive payment from Hitchcock Bros. for bill of 


the 7th. 


. Buy of Ch. Butler $1475 goods on account. 
. Pay Ch. Butler above bill. 
. Pay your note favor of L. Herbert due to-day. 


LESSON X 
PURCHASE AND SALES BOOKS 


Purchase Book.— Journalize the following 
transactions: 
Buy on account the following bills of goods: 


Oct. 3. Fred Himmedl................. ee 934.75 
7 Phe UDiyereal (G....destnenrecsers 126.70 
12. Brosgol Bros.......0.......-c-cseeeeee 207.01 
41S) Janes WOM Sis. ecto 89.50 


October, 1919 


3 
RO IVABOG oii asieeeeso secre 934.65 
Fred Himmel ............j::::c:eeceeeestetes 934.65 
7 
eT, AS Sig Ae ae ess ieee Pein 126.70 
The Universal Co.........::cccceeseseeeesesees 126.70 
12 
Purchases......-..ce0c---cceeecesceeeees 207.01 
Brosgol Bros........:css:ssessereesseeseeneseesen 207.01 
18 
Purchases.o.csccccccceccsseesseeeeseres 89.50 
James Wollf.......c:cccsccccccsesesesnenessserenesenenens 89.50 
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Make one entry of the above four entries, and 
we have: 


POVCNASCS cd tucyccsestcisecatenss. 1357.86 
Perea. Hiimnirse! shorts, gh sods ec og cotise 934.65 
HG UPIVGIRAD CGo cans: jal ofa 126.70 
BrosgoliBres. 28.i45.. 00.8 See 207.01 
SAINOR VOI te) hs Le eee 89.50 


By reasoning similar to that employed for 
Cash Receipts we can see that entries for pur- 
chases. of merchandise can be removed from the 
Journal to a new book. We shall credit every 
firm we buy goods from for the amount of the 
bill and at the end of the month we shall debit 
Purchases account for the total. 

Here is a model Purchase Book: 


Mopet IV 


October 1919 





Name Address Terms Amount 


Oct.| 3/Fred Himmel 474 Broadway net 30 days}934|65) 
7\Universal Co.Camden N. J. 2/10n/30/126)7: 

12|/Brosgol Bros. Troy N. Y. 5/80, n/60/207/01 

18\James Wolf 6th Ave & 28th St. Net} 89/50 


Dr. Purchases ~11357|86 
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Date in Purchase Book. — Suppose that on 
October 4th we receive the bill from Fred Him- 
mel dated the 3rd but not the goods. We put 
away the bill. On the 6th we receive the 
goods. We then enter the bill. Though we do 
- the writing on the 6th, we date the entry in our 
book the 3rd, the date that appears on the bill, 
for Himmel sent us the goods on that date. 
According to the law, the goods become ours 
the moment Himmel delivered the goods to the 
Express Co., though it will take days or perhaps 
weeks before they will reach us. It is, therefore, 
proper that we enter in our books the day the 
goods were shipped, October 3rd. The dates in 
the Purchase Book will, therefore, not run in 
order, for it is possible that we should enter later 
a bill of goods sent earlier. It does not matter, 
however. If the address is not necessary, it 
can be omitted. 

Terms. — By terms is meant the condition of 
the purchase. Net 30 means the bill must be 
paid within 30 days and no discount is allowed. 

2/10, N/30 means if the bill is paid on or 
before the 10th day of the purchase a 2% dis- 
count is allowed and we would have to pay only 
the balance $126.70 less $2.54 or only $124.16. 
If we pay the bill after the 10th day we get no 
discount and must pay the full amount of the 
bill, $126.70. In all events we must pay the 
bill within 30 days of the day of the purchase. 
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The terms may be posted to the ledger in 
the explanation column. 

Just what we bought need not be written 
down. We have that information on the bill 
which we file, so that we can get it whenever we 
want it. Should we lose it, we can write to our 
creditor for a duplicate bill, which he will be 
pleased to send us. 

Here follows the ledger for the above Pur- 
chase Book: 


Fred Himmel The Universal Co. Brosgol Bros. 
934.65 126.70 207.01 
James Wolf Purchases 


89.50 1357.86 


Sales Book. — Journalize the following sales 
on account: 


Aug. 4. Wm. Miller & Sons......... 39.63 
0. Harry Hows... 2. oe 260.50 
10, Wm. Laddid Cos... oes 123.75 
15. Holmes & Sons............. 37.90 
August, 1919 
4 
Wm. Miller & Sons......... 39.63 
O'S A ADAIR rh Ge 2 a 39.63 
10 
Panhey. HOWO:. oc de eke 260.50 
te: Gr SR MOAT ARTE pe ho ie Ton By 260.50 
10 
Wm. Gadd -& Co... 3.0.58 123.75 
DRO Sis a ce ee ee 123.75 
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Combine the above four entries into one and 
we have: 


Wm. Miller & Sons.........: 39.63 
NiGtty HOWE. pee hs eo 8 0 260.50 
WUE MIA OOO, oe 63 ic ose Oo 123.75 
Holmes & Sons.............. 470.25 
LO PES ech LCD 894.13 


By reasoning similar to the above it is evident 
that we can remove from the Journal all entries 
of sales of merchandise and write them in a new 
book which we shall call Sales Book. 

We shall post every sale to the debit of the 
customer’s account and at the end of the month 
we shall find the total sold and post it to the 
credit of sales account. 

The record in the sales book must contain 
complete information about what we sold, the 
quantities, prices, styles, color, how shipped, 
etc. It is true we write all this down on the 
bill we send to the customer, but all this informa- 
tion must remain with us as well. Should we 
want to know these facts it will not do for us to 
ask our customer for a copy of the bill we sent 
him some time ago. Besides, he may lose the 
bill and may ask us for a duplicate bill. We 
must, therefore, be in position to give it to him. 

Here is a model Sales Book: 
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Mopet V 
August, 1919 









4 


Wm. Miller & Sons 
864 Fifth Ave. 

Net 30 days 

2 Black Suits #879 30 

4 Blue Suits #1370 24.25 








Harry Howe 
Flushing, L. I. 
American Express Co. 
2/10, N/30 
6 Capes #486 size 36 40 240 
4 Dresses #790 “ 38 81.10]) | 324/4¢ 


564/40 


Holmes & Sons 
Newark, N. J. 
N.J.C. R. R. 
3/30, N/60 
5 Coats Blue #960 17.50 87 
7 Suits #800 21.25 148/7 
| 236/25 


Cr. Sales 957 65: 
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Here is the ledger for the above Sales Book: 


Wm. Miller & Sons Harry Howe 
157 564.40 | 
Holmes & Sons Sales 


236.25 | 957.65 


Unlike the Cash Book, it will not do to com- 
bine the purchase book and the sales book in 
one. The facts recorded in one book have 
nothing to do with the facts recorded in the 
other. The difference between them would not 
mean anything. They are, therefore, kept as 
separate books. 

Thus far we have studied the use of four 
books of original entry, which are used in the 
great majority of firms. 

To review: 

Purchase Book — contains all entries of pur- 
chases on account. 

Sales Book — contains all entries of sales on 
account. 

Cash Book — contains all entries of cash re- 
ceived (on the left-hand page) and of cash paid 
out (on the right-hand page). 

Journal — contains all entries which cannot 
be made in any of the other books, such as, giv- 
ing or receiving notes, returning goods, correct- 
ing or adjusting entries, etc. 

The journal which originally contained all the 
entries will now contain fewer entries than any 
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of the other books. In some firms months pass 
without a single journal entry. Many firms get 
along without a journal altogether. It should be 
understood, however, that the other books are 
simply modifications of the journal. 

Since we are posting from four books of ori- 
ginal entry it is necessary to write in the ledger 
not only the number of the page from which we 
are posting but also the initial of the book, for 
example: P. 43, § 97, J 24, C 181. 


EXERCISE XIV 


Enter the following transactions in the four 
books of original entry: 


November, 1919 


8. David Gordon invests $8000 in a Dress 
Goods Business. 

9. Pays Rent to L. Rensler $160. 

10. Buys on terms Net 90 days quantity of 
silk from Butler Bros. $1063. 

11. Sells Wm. Jameson, Hoboken, N. J., 
terms, 3/10, N/30, 45 yards silkk @ 
$2.25 and 56 yards silk @ $1.75. 

12. Buy of C. B. Rouss on terms 5/10, 
N/60 quantity of satin $640.70. 

13. Pay Salaries $48. 

14. Sell H. B. Hoffman, 186 West 38th St., 
terms 2/10, N/30 60 yards silk @ 
$2.25 and 80 yards satin @ $1.25. 
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16. Receive from Wm Jameson a $100 check 
on account. 

17. Give Butler Bros. a 90-day note for the 
bill of the 10th. 

18. Receive from H. B. Hoffman a 30-day 
note for bill of the 14th. 


Post and take a trial balance. 

Transactions Entered in Two Books. — Some 
transactions require entries in two or more 
books. Here are some examples: 


Transaction: Apr. 4 Discount John Mason’s 
$500, 30-day note at your bank receiving credit for 
the proceeds $497.50. 


When we used to enter all transactions in the 
journal our entry was: 


(BEE SVE oe ae ati Re aire a ee eae 497.50 
Interest and Discount.......... 2.50 
Notes) Recelivablents oe: sa ack weisnes 500 


Now, however, the cash must be entered in 
the Cash Book and the discount in the Journal, 
SO: 


Cash Receipts 
Apr. 4 Notes Receivable John Mason 497.50 


Journal 


Interest & Discount 2,50 
Notes Receivable 2.50 
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Posting, we have: 
Notes Receivable Interest & Discount 


497.50 2.50 
2.50 


Transaction: Sell John Martin $84 goods for cash. 





Sales Book 
Wont VPS PENS oor. iss Lela eee 84 
Cash Receipts 
Jobin: Martins tee cen deus ienaher anos cae 84 
Posting, we have: 
John Martin 


from Sales Book 84 | 84 from Cash Book 


Transaction: Buy of L. Grant $950 goods, pay $300 
cash, give a 60-day note $200, balance on account. 


Purchases Book 


DE Ae GTATNE Rts So Ct eee ee eee eet eee 950 
Cash Recetpts 
| ag Cy See ee LOG Ge yi a, 300 
Journal 
DARING 3 oe ckye es eee og hee ieee nate 200 
Notes (Payable. joc Ni en woes 200 


Posting, we have: 
L. Grant 


C. 300 | 950 P. 
is oH 
Trial Balance of Differences. — Returning to 
the trial balance in Lesson IV, find the differ- 
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ence between the debit side and the credit side 
of every account that has entries on both sides. 
As for the accounts that have entries only on 
one side, the total of that side is the difference 
between the two sides. Rewrite the trial balance, 
using these differences. If the debit side is 
greater, write the balance in the debit column; 
if the credit side is greater, write the balance in 
the credit column. Thus every account in the 
trial balance will have only one amount, a debit 
or a credit. If an account balances, that is, both 
sides are equal, the difference between its two 
sides is zero, and therefore it does not appear 
at all in the trial balance. Here is the result. 


Wn. JOSEPH 


Trial Balance 


Shia eta. 2) eda. ie gel usiis. vel udige 







Return Sales........--- 
Furniture and Fixtures. . 
L..C.Smith & Co, .... +. 
Wm. Joseph, Drawing. . .| 
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From now on we shall always take trial 
balances of differences instead of sums as 
formerly. It is not necessary to get first a 
trial balance of the sums and then change it to 
a trial balance of the differences. The differ- 
ences can be obtained from the ledger directly. 

Here follows a trial balance of differences taken 
from the ledger in Exercise VI: 


Wn. Harrison 
Trial Balance 
April 30, 1919 


. Wm. Harrison, Capital... . 
Wm. Harrison, Drawing... 
6: NGS Dae aah any one lene 


Wig Oe) @ 6.10 ele lee ela, «tele a cole 






Spe Rs lie; ee Oh malik! eat ive! 


pe elie ‘a 6" ys |e) e i beta te hee. “oe 


0 dts Tele fave Je 


So ere hie 


Sew nwo fete eo Me) eo 





0) 0) Ohta. a je ae ety. bei aS Tele hc. 


OU, SrP Te 8 fe ele Sele ial et ae ae le. fe a 


ey 


EXERCISE XV 


Enter the following transactions, using four 


books of original entry. Post and take a trial 
balance. 


2. 
. Buy on account $473.50 from L. Jason. 
. Sell Wm. White, 173 Hudson Street, 
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June, 1919 
L. Hill invests $3000. 


on account 18 bbl. apples @ $12.00 and 
40 bbl. potatoes @ $5.00. 


. Pay Salaries $76. 
. Buy on account Norman Bros. $870 


goods. 


. Sell Wm. Rice & Sons 10 bags onions, 


1500 lbs. @ 5¢, 5 crate oranges, @ $8.50 
terms 10 days. 


. Receive $100 check from Wm. White on 


account. 
Send Mutual Gas Co. check for $3.70 for 
L. Hill’s home. 


_ Send L. Jason a check for bill of 3rd. 
. Give Norman Bros. a 30-day note for 


$500. 


. Pay for petty expenses $1.76. 

. Sell for cash $18.70. 

. Pay J. Klein your $200 note due today. 
. Discount 8. Hatch’s note. 

. Sell S. Hatch & Co. 80 bbl. potatoes @ 


$5.00 on a 30-day note. 


. Buy of L. Hall & Co. $600 goods paying 


4 cash, balance on account. 


. Sell J. Kahn 20 bbl. apples @ $11.00. 


Receive a note for $100, a check for $50, 
balance on account. 
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LESSON XI 
CHECK ACCOUNT 


Banks. — While it is a great convenience to 
possess a great deal of money, it is a nuisance to 
have much actual money around, for one is in 
danger of losing it or of being robbed of it. It is 
for this reason that banks have grown up, which 
take care of our money and enable us to make 
payments by check that are as acceptable as 
payments in currency. In fact a business man 
prefers to receive a check from one whose credit 
is good, rather than currency, for it is easier to 
keep track of checks. Many big firms, thus, 
handle very little actual money. 

The check book in which our transactions 
with our bank are recorded is, therefore, an im- 
portant book, though it does not form part of 
the double entry set. In fact, almost all pro- 
fessional men and some business men whose 
transactions are few get along with a check 
book and a ledger only. Some do not need 
even a ledger. 

There are two rules in connection with a 


bank account that everyone should heed if he 
. 82 
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does not want to waste hours straightening out 
his account. One concerns the receipts and the 
other the payments. 

Deposits. — 1. Deposit in your bank every 
cent you receive either in the form of money or 
of checks, either from customers, from cash 
sales or from any other source whatever, even 
when you get 2¢ for a stamp you accommodate 
one with. 

When the check is deposited the bank certifies 
to it, giving you credit for it. You then know 
positively that you got the benefit of it and that 
it was not lost by one of your careless em- 
ployees, or that it did not stray into the pocket 
of one of your dishonest employees after it had 
been entered when received. 

Checks. —2. Make as many payments as 
possible by check and not in currency. When 
we send one actual money it is possible for one 
of our or his dishonest employees to appropriate 
part or all of it or for a careless employee to lose 
+t. When we send Mr. Smith a check, only 
he can get the money for it. The bank will pay 
only to the one whom it knows as Mr. Smith. 
When a check is lost or stolen it is of no use to the 
finder or the thief. To be on the safe side we 
would immediately notify the bank to stop pay- 
ment on it. 

Another good reason for this rule is that when 
you pay any one with currency you must not 
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EN SE ea MRE EEE AS Bek RIE aL IN a Ke eS 
neglect to ask him for a receipt. When you give 
him a check, a receipt is unnecessary. This check 
which he takes from you he deposits in his bank, 
endorsing it, that is, writing his name on the 
back of it. He cannot, therefore, deny later 
that he did not get it. You will get it back later 
from your bank with his name on the back. 

Of course some small payments must be made 
in currency. You cannot give the errand boy 
a check to pay carfare with, nor is it convenient 
to buy a box of matches with a check. 

Petty Cash. — For these petty expenses draw 
a check payable to Cash and cash it at the 
bank. Do not use for these expenses the cur- 
rency you received from sales or from other 
sources. That must be deposited in accordance 
with Rule 1. 

In an emergency when cash is needed and we 
have it waiting to be deposited we may use it on 
one condition. That is, that we immediately 
write out a cash check for the amount we took 
and put it into the cash drawer to be deposited 
in place of the money used. 

Check Book. — A check book contains checks 
which are torn out and sent away and stubs 
which remain, giving a complete record of the 
checks. The record consists of the number, the 
date, the payee, for what the check was issued 
and the amount. 

Stub. — The stub should be made out before 
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the check. Otherwise there is danger of for- 
getting to make out the stub and overdrawing 
one’s account. This happens very often. 

On the back of the stubs a record of the de- 
posits can be made, showing the amount of 
every check and of cash deposited, from whom 
it was received and the total of this deposit. 

Forward the total deposits from the back of 
one stub to the back of the next. Forward the 
total checks from the front of one stub to the 
front of the other. At the end of the month the 
last stub used will show the total deposits and 
the total checks. By subtracting one from the 
other the balance is obtained which is forwarded 
as the firm records for the following month. 

The deposits on the back of the stubs should 
agree with the receipts in the Cash Book, that 
is, if all the receipts have been deposited. The 
checks on the front of the stubs should agree 
with the payments on the Cash Book. The 
balance in both books should be equal. Test it 
daily. 

Do not forget to endorse checks which you 
are depositing, by writing across the back. Pay 
to the order of 


(Name of Bank) 
(Name of Firm) 


Do not accept a check from one whose credit 
is not good or whom you do not know. He may 
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not have a cent in the bank and give you a 
check for $1000. 
Here follow a few stubs of a check book. 


Mopet VI 
(Back of Stub) | (Front of Stub) 
Forward]4798/25 
| No. 1076 
Forward | $761/10/Date, Sept. 3 
Sept. 3 Deposit To H. Miller 
S. Harrison 425.69] For bill 8/4 476\24 
Wm. Stein 375.40] 
H. Brangman 96.84 
Cash 12.30} 910/23 No. 1077 
| Date, Sept. 3 
| To The Victoria Notions 
Sept. 3 Discount | Co. 
L. Mann’s note 500 | For 200 
57 days discount 4.75] 495/25,  ona/e 
110,166|58 
No. 1078 
Date, Sept. 4 
To N. Y. Edison Co. 
For July 3.76 
| Aug. 4.10 7/86 
5482/35 





Cash Reconciliation.— Every month or as 
often as we ask for it, the bank gives us a state- 
ment of our account, showing our deposits and 
the checks we drew. Should we or the bank 
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have made a mistake we will detect it by com- 
paring the statement with our check book and 
have it corrected. 

Accompanying the statement is a batch of 
checks which we recognize as the ones we issued 
to various firms, which they deposited with their 
respective banks, which were paid and canceled 
by our bank and which are now returned to us. 
Every check bears the signature of the payee on 
the back as an endorsement. It thus vouches or 
proves that he has received payment from us. 
These checks are our receipts and are called 
vouchers. The vouchers are arranged and are 
listed on the statement not in the order that we 
issued them but in the order that they were 
presented at our bank for payment. 

The balance appearing on the statement is 
usually not the same as the one we have in our 
check book. Some of the checks which we 
issued, especially towards the end of the month, 
may not have reached our bank, for they may 
not yet have been deposited by the people to 
whom we gave them. In that case, since these 
checks are already entered on our books and 
therefore already deducted from our balance, 
and since the bank is ignorant of their existence, 
and therefore could not possibly have charged 
them against our account, it follows that our 
bank balance will be greater than our check 
book balance. 
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On the other hand it is possible that one bank 
clerk prepared our statement before another 
clerk credited our account with the last deposit 
we made. In that case the bank balance will 
be less than our check book balance. 

These two differences are only apparent and: 
will be straightened out next month. There are 
some real differences which require entries to be 
made. For example, when we deposit a check 
coming from out of town drawn on an out of 
town bank, our bank may charge us a small 
amount called collection or exchange. The bank 
may give us interest on our balance if it is large 
enough. During the month we do not know 
how much collection, if any, will be charged to 
us or how much interest, if any, will be credited 
to us. We can, therefore, have no entry for it 
in our books. The first we know of it is when 
we get the bank statement. 

Sometimes we may really make an error. We 
may have entered on a stub one amount and on 
the check a different one. The bank might 
have made a mistake. 

To determine whether both our balance and 
the bank balance are right or not, do the fol- 
lowing: 

1, Arrange the vouchers according to their 
numbers, that is, in the order that we issued 
them. 

2. Compare every voucher with the corre- 


BOOKKEEPING MADE EASY 89 


sponding stub, to see whether the name and the 
amount are the same. If they are, check the 
number on the stub. 

When you will have finished you may find 
several stubs unchecked. Their checks did not 
come back. These are the outstanding checks 
which have not yet been presented for pay- 
ment to our bank and which we may expect 
next month. 

3. Make a list of the outstanding checks and 
total them. 

4, Add this amount to your check book 
balance. You should then arrive at the bank 
balance. 

5. If you get an amount less than the bank 
balance compare the deposits on the back of 
your stubs with those listed on the bank state- 
ment. If you find one omitted from the state- 
ment and you think it was made after the 
statement was prepared’ you can expect it on 
next month’s statement. 

6. Add the omitted deposit to the sum ob- 
tained in step 4. 

7. If you do not get the bank balance yet, 
look for a collection charge slip among the 
vouchers or for a credit for interest listed with 
the deposits on the statement. 

Adjusting these discrepancies and any errors 
made you should arrive at the bank balance, 
thus reconciling the two balances. The state- 
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ment showing all this should be copied in the 
Cash Book or check book and preserved 
Here is a typical statement: 


Reconciliation, May 1, 1919 











Ove POW ek boo > cui ns Eon $5846.73 
Add Outstanding 
#1307 $468.75 
1309 1.50 
1312 50. 
1314 4.65 
1315 100. 
624.90 
Snitebest! ose oe ht eee 4.65 
6476.28 
Less Deposit 4/30 not re- 
GEOR: Fics hee ae 840.60 
Colestion cc nia Se 89 841.49 
Hank Dalsnce 6: i. . Bakke ES 5634.79 








Do not forget to make a cash receipt entry for 
the interest and a cash payment entry for the 
collection. 

Nothing need be done about the outstanding 
checks. Most probably they will come in next 
month. If they do not they should again be 
listed as outstanding. Neither need anything 
be done about the omitted deposit. It should 
appear on next month’s statement. If it does 
not, investigate and consult the bank. 


LESSON XII 
Mopet VII 


H. Horton 426 Nassau St. 








Balancing Accounts.— The above account 
shows our dealings with our customer H. Hor- 
ton. It is evident that he has paid all that he 
owed us, for both sides.of the account add up 
to the same amount. To show this so that the 
reader could see it by merely looking at it with- 
out any figuring, we add both sides and rule it 
off, as shown above. 

A bookkeeper always rules a single line above 
the sum and a double line below it. When he 
wishes to show that two amounts are equal he 
writes them on a level, canceling all blank 
spaces. New entries can now be posted below 
the double ruling. When they are to be footed 
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we must not include the amounts above the 
double ruling. The account is now considered 
closed. A double ruling means do not look 
above. 


Mopet VIII 





Aug.| 8 S 47 84/76) Oct. | 5/30-da. notelJ 26 100/55 
19 S 53] 123/79 Nov. |10 C 86) 108/66 

Sept./20 S 70) 240/6 30 C 98] 240 

Oct. | 4 S 80) 310/1 

Nov.|10 Ss) 189)6 


The Wyatt Company has paid the August 
and September bills and owes the October and 
November bills. To arrive at what it still owes 
we subtract the credit side from the debit side, 
obtaining a debit balance of $499.74. A book- 
keeper, however, prefers not to show his sub- 
traction, but instead the proof of it, the addition, 


so: 


Mopet IX 
The Wyatt Co. 






1919 






Aug.| 8 S 47|| 84/76] Oct. | 5130 da. note 
19 S 53 123/79) Nov./10\on a/c 
Sept./20 S 70} 240/66 30 
Oct. | 4 S 80) 310)14!| Dec. |31/Balance 
Nov.|10 8 189/6 
| 948/95 





Jan. | 1 |Balance 499/74 
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The balance must be repeated below the 
double ruling to show what the company owes. 
Not repeating the balance means that the ac- 
count is closed, that the company does not owe 
anything. Also, to satisfy the rule of Double 
' Entry Bookkeeping a debit entry $499.74 must 
be made for the credit entry of the same amount 
made above the double ruling. 

Here are a few more accounts closed: 


Mopet X 
The Auto Sales Co. 















Jan. {31 C13] 379/64! June |30/Balance 2508/77 

Feb. |28 C2. 60, 

Mar. |31 C31 2 

Apr. |30 C3 is 

May |31 C4 98) 

June |30 C51 60 Ne 
(i 2508/77 

July | 1|Balance cH 
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F. T. Crane, Capital 







Dec. |31 |Balance 10876/9 


10876|90 





1/Balance 


To balance an account add both sides. If 
they are equal write down the two totals on 
a level, ruling off with a double line. If they 
are not equal make them equal by writing the 
difference on the lesser side. Then foot both 
sides, writing the totals on a level and ruling off. 
Finally, repeat the balance on the opposite side, 
the greater side, below the double ruling. 

Note that an account which had a debit 
balance before it was balanced has a debit 
balance after it is balanced, and an account 
which had a credit balance before it was balanced 
has a credit balance after it is balanced. 

When a page in the ledger is filled, we may 
either forward the total debits and the total 
credits to the top of the new page or we may 
balance the account as explained above and for- 
ward the balance only on the proper side. At 
the end of the year it is good to balance all 
accounts. 
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De 


Exercise XVI 


Close the following accounts: 


Mopet XI 


Expense 














Bept.| 3 936|376|84  |Oct. | 4 C46] 376|84 
30 §$38|490/60 

Oct. {10 $42) 95 

Nov. | 4 $491370|90 





Wm. Martin 





July | 8 C15/200 une |14 P86| 463/75 
Aug. |10 C25)263)75 16 P87|| 579/63 
31lon @  |C31/\100 July | 5 P91) 135)60 

6 “ 279/01 


7 “i g4i60 





LESSON XIII 
FINANCIAL STATEMENTS 


Profit and Loss Statement. — Returning to 
the ledger in Exercise 14 let us try to find out 
whether we made any profit that month or 
whether we ran our business at a loss, Let us 
examine every account and discuss the signifi- 
cance of its balance. 


David Gordon, Capital 

8000 This account shows 
how much was invested in the business but gives 
no clue whatever as to whether any profit was 
made or not. A business may start with a big 
capital and lose or gain, or with a small capital 
and lose or gain. 
Wm. Jameson 
199.25 | 100.00 This account shows that Mr. 
Jameson bought of us $199.25 worth of goods 
and paid us $100. The rest he still owes. 
Whether we sold him the goods at a profit or at 
a loss cannot be told from his account, 

Cash 


8100 | 208.00 This account shows that we re- 
ceived $8100 and paid out $208, but it gives no 
96 
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inkling as to whether we made any profits or 
not. The fact that we have some money left 
does not mean anything, for some firms that 
have made no profits have much cash left and 
others that have made a great deal of profits 
- have little or no cash left. 


Butler Brothers 

1063 | 1063 This account shows that we 
paid Butler Brothers for all that we bought of 
them but nothing is said about profits, which 
can be determined only by comparing the cost 
price with the selling price. 


Notes Payable 

| 1063 This account shows that we 
owe a $1063 note, but this would not affect the 
profits. Firms that make thousands of dollars 
profit may owe thousands of dollars and firms 
that owe nothing may have made nothing. 


Notes Receivable 

235.00 This account shows that we 
possess a note on which we will receive money 
on the day of maturity but not a word is said 
about profits. 


H. B. Hoffman 

235.00 | 235.00 This account balances, mean- 
ing that Mr. Hoffman paid us for all that he 
bought of us, but as to whether we sold him the 
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goods at a profit or not we cannot tell from his 
account. 


E. B. Rouss 2 

| 640.70 This account means we owe Mr. 
Rouss some money but this indicates no profit 
or loss. 


Purchases 


1703.70 | This account shows what we paid 
for the goods. 


| Sales 
_ | 484.25 This account shows what we sold 
our goods for. 

The difference between the last two should give 
us our profit or loss, which in this case amounts 
to a loss of $1269.45. This would be the case 
had we no goods left. But the truth is that we 
have some goods left unsold. ) 

Inventory. — How much we have left cannot 
be told from the above accounts. Purchase ac- 
count gives the value of the goods at cost prices 
and sales account gives the value at selling prices. 
Since these values were figured on the bases of 
different prices it would be meaningless to com- 
pare one with the other when we are trying to 
find out the value of the goods left. To com- 
pare the items on the purchase bills with the 
items in the sales book would be too laborious 
-@ process and therefore impracticable. Since we 
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kept no record of the quantities bought and the 
quantities sold, as is done in many big concerns 
nowadays, the only way we can determine what 
goods we have left is to go through the entire 
establishment, count, measure and weigh every- 
thing, figure it at cost price and find the total of 
all these items. : 

Imagine in this business we find the inven- 
tory to amount to $1543. | 
Since the balance of purchase account repre- 
sents what we paid for all the goods we bought, 
that is all the goods that came to our store, and 
since the Inventory represents what we paid 
for the goods we still have left in our store, it is 
evident that the difference between these two 
amounts — $1703.70 and $1543, which equals 
$169.70 — represents what we paid for the 
goods that left our store, that is, what we paid 
for the goods that we sold. And since for these 
goods which cost us $169.70 we received, accord- 
ing to sales account, $434.25, it follows that 
our profit is $434.25 minus $169.70, or $264.55. ; 
This would have been the real profit had we 
had no expenses, but the two accounts Salaries 
48] 


and — show that we spent a total of $208 in 


conducting our business. In other words we 
spent $208 to make a profit of $264.55. Our 
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net profit is, therefore, $264.55 less $208, or 

$56.55. . 
Arranging all these facts in proper form we get 

the following statement: 


{ 
i 


DAVID GORDON 
Profit and Loss Statement 
For the month ending June 30, 1919. 


Ee baa a $434.25 
PCO RBOR. cine ak cow's va hl Oa 
Less Inventory.......... 1534 
Cost of Sales .............. 169.70 © 
Profit on Trading ......... 264.55 
Deduct: 
OO eek Sa sn ae 160 
os can hate 48 208 
et Prine. fk on $56.55 


Only the main items are extended. The other 
items are indented. 

Balance Sheet.— Let us now consider the 
accounts we rejected before as showing nothing 
about the profits. 

The balance of cash account, $7892, is the 
amount of money we possess. It is either in our 
safe or in our bank. Notes receivable show 
the value of the note we own. We shall get 
that much at maturity. 

Wm. Jameson’s account shows that he owes 
us $99.25. This account belongs to us and we 


BOOKKEEPING MADE EASY 101 


value it at that amount. It is something that 
belongs to us though not in our immediate 
possession. The balance of Notes Payable ac- 
count shows what we owe, as does also the 
balance of C. B. Rouss’s account. There is one 
other thing to be considered not found in the 
books and that is the Inventory, $1543, some- 
thing we possess. 

Adding our possessions or resources we get 
$9760.25 and our debts or liabilities we get 
$1703.70. The difference, $8056.55, which is the 
excess of our resources over our liabilities, is our 
capital. 

Arranging these facts in proper form we have 
the following statement: 


DAVID GORDON 











Balance Sheet 
June 30, 1919 
Assets Liabilities 

Case. oa... $7892 |Note Payable. ...$1063 
Inventory.......... 1534 iC. B. Rouss...... 640.70 
Notes Receivable.. 235 1703.70 
Wm. Jameson..... 99.25)  Capital....... 8056.55 

$9760.25 $9760.25 





According to the Profit and Loss Statement 
we made a profit of $56.55. Adding this to the 
original investment, $8000, as shown by Capital 
Account, we get $8056.55, which should be the 
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worth of the business today. According to the 
Balance Sheet we get that amount as the worth 
of the business today, thus proving our work. 

Of the ten open accounts in our ledger we used 
four — purchases, sales, rent and salaries, in 
the Profit and Loss Statement; five — cash, 
notes receivable, notes payable, Wm. Jameson 
and C. B. Rouss, in the balance sheet. The in- 
ventory not found in the books was used in both 
statements. We arrived at a certain profit and 
at a certain present worth of the business. By 
means of the capital account, which we had not 
used, we reconciled both statements. | 

This can be done in every double entry set of 
books and only in such sets, thus establishing 
another advantage of double entry over single 
entry bookkeeping. 


LESSON XIV 
CLOSING BOOKS 


In order to know how much profit we make 
every year we separate the profits and expenses 
of one year from those of another year. The 
best way to accomplish this is to close out 
at the end of the year all the accounts that 
show a profit or a loss (expense) and start 
next year with new profits and new losses (ex- 
penses). 

An account can be closed by transferring its 
balance to another account. Suppose we have 
the following two accounts: 


John Jones Ch. Smith 


200 |340 90 |120 
60 210 
150 


and we wish to close Jones’ account to Smith’s 
account, that is, we wish to transfer the debit 
balance of Jones’ account to Smith’s account. 
Credit John Jones’ account with ¢70 and debit 
Ch. Smith’s account for the same. Jones’ ac- 


count balances and can therefore be closed so: 
103 
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John Jones Ch. Smith 


200 |340 90 |120 
60| 70 210 
150 70 


410 |410 


The debit balance of Jones’ account now ap- 
pears on the debit side of Smith’s account. 
Here is another example. Take the two ac- 
counts. 
Cash Notes Payable 


5000 |960 400 |400 
120 |120 600 |600 
340 800 


and close notes payable account to cash ac- 
count. Since notes payable has a credit balance 
of $800, debit it for that amount so as to close 
it and credit cash for the same amount. 


Cash Notes Payable 
5000 he 400] 400 
120 |120 600} 600 
340 800] 800 
|800 1800 |1800 


To close out the profit and loss accounts in a 
ledger open a new account, profit and loss, to 
which are to be transferred the balances of those 
accounts. 

First open a trading account. Close pur- 
chase account to it by crediting purchases and 
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debit trading for the amount of the balance 
of purchases, so: 


Purchases Trading 


1703.70 | 1703.70 1703.70 | 
Close sales account by debiting it for its balance 
and crediting trading account for the same 
amount, so: 


Sales Trading 


434,25 | 434.25 1703.70 434.25 


Purchases and sales accounts are now closed 
and their balances appear in trading account 
on the same sides that they appeared in the 
original accounts. 

To arrive at the trading profit we must now 
do what we did in the profit and loss state- 
ment, namely, subtract the inventory from the 
Purchases, but, as we learned in a previous 
lesson, the bookkeeper prefers addition to sub- 
traction. Therefore, instead of deducting the 
inventory from the debit side of trading ac- 
count he arrives at the same result by adding it 
to the credit side, or, rather, by crediting trad- 
ing and debiting inventory, so: 


Inventory Trading 
1534 1703.70 | 434.25 


1534 
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The balance of this account is now a credit of 
$264.55, representing the trading profit, the 
same amount obtained in the profit and loss 
statement. 

To continue: Open another new account, 
profit and loss. Close trading account to it 
by debiting trading for the balance and credi* 
ing profit and loss for the same amount, so: 


Trading Profit and Loss 


1703.70 | 434.25 | 264.55 
264.55 [1534 
1968.25 [1968.25 


Now close the two expense accounts, rent and 
salaries to profit and loss, by crediting each of 
them for its balance and debiting profit and 
loss in turn, se’ 


Rent Salaries Profit and Loss 
160 160 48 48 160 | 264.55 
48 


The credit balance of profit and loss account, 
$56.55, represents the next profit, the same 
amount obtained in the profit and loss state- 
ment. 

Finally, close profit and loss account to 
capital account, for if we made any profit it 
should be shown as an increase of the capital. 
' Debit profit and loss for $56.55 and credit 
capital for the same, so: 
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Profit and Loss Capital 
160 | 264.55 8000 
48 | 56.55 
56.55 
264.55 | 264.55 


Balancing capital account we get: 


Capital 


8056.55 | 8000 
56.55 


8056.55] 8056.55 


This is the same balance as is shown on the 
balance sheet. 

Trading, and profit and loss accounts are 
temporary accounts opened only at the end of 
the year or other business period to which are 
closed all the accounts in a ledger showing a 
profit or a loss. They are called temporary 
accounts because they are opened the last day 
of the business period and closed the same day; 
trading to profit and loss, which, in turn, is 
closed to capital. During the rest of the busi- 
ness period there should not be a trading or a 
profit and loss account ‘open on the books. 

The books of a business may be closed as 
often or as seldom as one pleases, but for the 
purpose of computing the federal and state 
income taxes they must be closed at least once 
a@ year. . 
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The trading and profit and loss accounts in 
the ledger are shown for the bookkeeper 
to put his books in condition for the coming 
year. The profit and loss statement and the 
balance sheet prepared on sheets of paper are 
intended for the owner of the business. The 
profit and loss statement tells him whether he 
is running his business in a profitable way, how 
he made his profit and what his expenses are. 
Knowing what everything costs him he can 
know where to economize. 

The balance sheet is especially useful to 
him to show to his bank from whom he wants 
to borrow money or to his creditors who want 
to sell him goods on credit. They can tell from 
the statement how large his capital is and of 
what it consists. They can thus decide what 
risks to take with him. 


Exercise XVII 


Let us now work out the statements for the 
ledger in Exercise 15 and close the ledger. 
Close the ledger means closing the accounts 
that show a profit or a loss. The merchandise 
inventory amounts to $1246.84. 

Before you touch a pencil examine every ac- 
count in the ledger or, for that matter, in the 
trial balance. Judge what the balances repre- 
sent, assets, liabilities, losses or gains, for, with 
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the exception of Mr. Hill’s capital and draw- 
ing accounts the balance of every account must 
represent one of these four things. You will 
thus know which accounts are to be used in the 
preparation of the profit and loss statement 
and which are to be used in the preparation of 
the balance sheet. 

It will be found that the debit balances repre- 
sent either assets or losses (using it in its tech- 
nical sense, cost of goods or expenses) and that 
all credit balances represent either liabilities or. 
gains (sources of income).. The assets are rep- 
resented by the balances of Wm. White, Wm. 
Rice & Son, J. Kahn, Cash, Notes Receivable 
and the Inventory. The liabilities are repre- 
sented by the balances of Norman Bros., L. Hall 
& Co., and notes payable. The gains are rep- 
resented by Sales and the Inventory. The 
losses are represented by purchases, salaries, 
expense and interest and discount. Capital 
and drawing accounts are neither assets, lia- 
bilities, losses nor gains. Capital measures the 
difference between the assets and the liabilities. 
Drawing account shows what the owner has 
withdrawn in anticipation of the profits. 

Following the arrangement shown above we 
obtain the following statements. 
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L. HILL 
Profit and Loss Statement 
For the month ending June 30, 1919 

















a it ich Sealed Bieta $1172.20 
Purchases .......-..-.. 1943.50 
Less Inventory ........ 1206.84 
Coat oh Balen cdots id 6 ts eee 736.66 
Profit on Trading........... ° te ea ators 435.54 
Deduct: 
BN io pee ac ie 76 
PESTS bi) cy aa wheres 9 45 1.76 
Interest and Discount.... 2.00 79.76 
Wet e ROGb. th. cn: : de hen cna ces $355.78 
L. HILL 
Balance Sheet 
June 30, 1919 
Assets Liabilities 
Cashes bess. $2511.74 Notes Payable.......... $300 
Inventory....... 1206.84 Norman Bros........... 370 
Notes Receivable 100 is Hall &i Coss... sag ost 300° 
Wm. White..... 316 970 
Wm. Rice & Son 117.50 Ganital serch ance 3352.08 
DES ESADN cca wists 70 
$4322.08 $4322.08 





To check one statement against the other take 
the original investment, $3000, add to it the net. 
profit, $355.78, and subtract from it what Mr. 
Hill has drawn out and you will obtain 
$3352.78, exactly the amount shown on the 
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Balance Sheet as the difference between the 
assets and the liabilities. In fact this check can 
be shown on the Balance Sheet in the following 
way: 


L. HILL 
Balance Sheet 
June 30, 1919 
Assets Liabilities 
SUMS sees ees $2511.74 Notes Payable.......... $300 
Inventory....... 1206.84 Norman Bros........... 370 
Notes Receivable 100 L. Halt & Go... 0.0.0. 300 
Wm. White..... 316 Capital 
Wm. Rice & Son 117.50 Investment .. 3000 
A) 2 ec Tene 70 Add Profit .... 355.78 
3355.78 
Less Drawing .... 3.70 3352.08 
$4322.08 $4322.08 


It should be understood that what an owner 
withdraws from a business does not affect the 
profits; it only reduces the amount of the 
profits left in the business. In the above case, 
the business made $355.78 irrespective of 
whether Mr. Hill withdrew any of it, all of it, 
or none of it. If he did withdraw $3.70 it 
means that out of the $355.78 profit made by 
the business he took away $3.70, leaving the 
rest — $352.08 — to be added to his capital. 

Here follow the accounts which are closed to 
Trading and Profit and Loss Accounts, which, 
in turn, are closed to the Drawing Account 
which finally is close” to Capital Account. 
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Mops. XII 
Purchases 

ay $1943 ole te 30/Trading | $1943/50 

Sales 

1919 2h ary ay ores ee epee ee 

June/30/Trading $1172|20) June |14 Cc $18/70 
30 81 _ 1153 50 
$1172/2 “$1172 20 


Inventory 


1919 


















1919 
June|30/ Purch. $1943 June!30|Sales $1172)/20 
30/P. & L. 435|5: 30|Inven’y 1206/84. 
$2379|04 
Profit and Loss 
ie Ga SERA | Was19- eis 
June|30|Salaries June|30|/Trading $435/54 
30)Expense 
30|Interest 
& Disct. 
30/L. Hill, 
Draw 


$435|54 
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Salaries 
June] 5 C41 $76] || June |30/P. & L. | $76 
Expense 









1919 


June|13 $1 June |30/P. & L. 


are 


Interest & Discount 


76 











































































— dag sel SS SS PSs Ae SRA ee EE AE Rac 
June}16 J $2| || June |30|P. & L. $2 
L. Hill, Drawing 
June} 9 C41 $3|70 June|30/P. & L. $355!78 
30/L. Hill, 352/08 as 
Cap. $355)7 $355|/78 
L. Hill, Capital 
i] Ria yo, 
June}|30| Balance $3352/08| June] 2 C 
30|L. Hill, 


Draw. 


$3352)0: 
“|| July | 1/Balance 
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Exercise XVIII 


From the following trial balance and ii 


ventory prepare a profit and loss statement 
and a balance sheet. 


JAMES BAYERSON 


Trial Balance 
June 30, 1919 





James Bayerson, Capital..............., $8,000 
James Bayerson, Drawing....... $375.89 

2, ol ER EUR ra at ON et eee Dt 476.80 

Notes Receivable............... 250 

Furniture and Fixtures.......... 160 

PMTCRBERG Fee kek te Bk Pk 14,678.40 

| NS eg a re 10,005.10 
Porpense 2. 2. | a Al ee 875.84 

WURRER innit n kek Tied dwnemaaces 1,016 

RGA Ge isc Cahache Sc NS 900 

Be STOUIRG ih esis ley als ew eee 789.60 

PMY GEOL Seo ds has ad oe 408.75 

PO NMPLOUN cy Shida vo da ds ee 763.25 
CE 0 SRR a EC 412.93 
motes: Parable... icdar cee de 700 


Exercise XIX 


From the following trial balance and inven- 
tory prepare a profit and loss statement and a 
balance sheet, 


“a 
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JAMES BENNETT 


Trial Balance 
December 31, 1919 





cy ea CPC YIN 


James Bennett, Drawing.......- 1,246.75 

Furniture and Fixtures......---- 220 

Notes Receivable........------> 340 

“oC ae aan eae peg ele rerio 679.24 

Purchases... 5.5... eee es 15,604.78 

MAR ei ie. sie de ne ee 17,855.89 
Return Sales.......----+5-+05 0° 208.40 

Interest and Discount.......---- 76.90 

Notes Payable.......----++--+: 800 
Bxpense. 2.06. eke ener eye eee 840.79 

Real Metate. i226. eevee eee: 9,300 

ite ile il pian Se Be wines Re 204.60 

eda PeG lic) Sy viekia.) rds ee ae 78 1,345 

The Acorn Jobbing Co.......---- 579.60 

Harry Low......----+-- ie A 792.45 

Rubin Bros.......-----2 essere 1,375.80 
TH Witt & CO... eee cee eee 1,406.82 


$31,438.51 $31,438.51 


Merchandise Inventory $4690. 
The furniture has depreciated 10%. 


LESSON XV 
CASH DISCOUNT 


If our credit is good business men are ready 
to sell us goods on account. At the same time 
they would like to be paid as soon as possible, 
for they can use the money in their own busi- 
ness. The best inducement they can offer us 
to make us pay them promptly is to promise us 
a cash discount if we pay within a certain time. 

Terms. — Suppose we bought a $450 bill on 
30 days’ credit.. The seller may tell us that if 
we want to pay the bill on or before the tenth 
day he will allow us a 2% discount, or $9. This 
means that we will have to pay him only $441 
to settle the $450 bill. If, however, we wait 
longer than 10 days we get no discount and 
must pay the full amount of the bill, $450. 
But, then, we have the privilege of waiting 30 
days. So that if we pay the bill on any day 
from the first to the tenth we need pay only 
$441. If we pay on any day from the eleventh 
to the thirtieth we have to pay $450. The 
terms of this bill would then be expressed 2/10, 
N/30, meaning 2% off in 10 days — Net 30 
days. 

116 
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Different concerns give different terms, such 
as, 2/10, N/30; 5/10, N/60; 3/30, N/90; 
5/10, 2/30, N/90; etc. Some sell their goods 
net and allow no discount. It is understood 
that the seller does not lose when he allows a 
discount. Knowing in advance what rate of 
discount he will give his customers, a business 
man marks his goods at such a price as to cover 
the cost of the goods and all his expenses, the 
profit he decides to make and the discount that 
will be deducted. In order to avoid dispute 
the cash discount should be agreed upon at the 
time that the prices of the goods are agreed 
upon, that is, at the time the sale is made. 

Let us now attend to the bookkeeping end of 
it. 

On August 9 we buy of L. Frank $380 goods 
on terms 2/10, N/30. Our Purchase Book 
entry is: 

August 9, L. Frank, 2/10, N/30, 380. 
Posting it to his account we have L. Frank 

| 380 


On August 19 we decide to pay the bill. Since 
the 10 days are not over we are entitled to a 2% 
discount — $7.60. 

We therefore send L. Frank a check for 
$372.40. ; 

Our cash payments entry is: 

August 19,L. Frank, bill 8/9, $372.40. 

L. Frank 


Posting it to his account we have=7570 7 389.00 
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This is evidently not complete, for, according 
to the account which shows a credit balance of 
$7.60, we owe him that amount. But this is not 
so, for the $372.40 check which we sent him 
was supposed to have paid off the entire bill. 
Since we do not owe him anything any more 
his account should balance. To make his ac- 
count balance we must debit him for $7.60. 
Which account should be credited for this 
amount? Discount on Purchases. It is Dis- 
count on Purchases that saves us $7.60, that 
produces for us that amount. If it were not for 
this account we would have paid $380, or $7.60 
more than what we did pay. 

Therefore, in addition to the cash payments 
entry shown above the following journal entry is 
required. 

Discount on Purchases 


CPG Pg 6912 Re Re RRR le ao $7.60 
Discount on Purchase.....-.........: $7.60 
Posting to his account we have: 
L. Frank 


$372.40 siete 
7.60 

His account balances now as it should. 

Here is another illustration. On September 3 
we buy of Harkins Bros. $48.50 goods on terms 
4/30, N/90. 

Posting the Purchase Book entry: 
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rn 


Sept. 3, Harkins Bros., 4/30, N/90 $48.50 we 


have sai October 1 we send a $46.56 


check in settlement of our account — $48.50 less 
4% or $1.94 equals $46.56. This check re- 
- quires the following two entries. 


Cash Payments 


October 1, Harkins Bros., bill 9/3...... $46.56 
Journal 
October 1 
Fiarkind BIOS... aes sense ee $1.94 
Discount on Purchases.........----> $1.94 


For discount on bill 9/3 
Harkins Bros. 


Posting these two entries we have, 46.56 48.50 
1.94 | 


Discount on Sales. — Discounts which we 
give to our customers can be treated in a similar 
way. 

April 17, we sell H. B. Horn, Dayton, O., 
terms 3/30, N/60, 71 yards of silk at $2 a yard. 
Our entry is 

Sales Book 
April 17 
H. B. Horn 
Dayton, O. 
3/30, N/60 
71 yds. Silk....... COO iin es. $142.00 
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See 


May 17 we receive a $137.74 check from 
H. B. Horn in payment of the bill of April 17 


less 3% discount which amounts to $4.26. It. 


is entered as follows: 


Cash Receipts 
May 17, H. B. Horn, bill 4/17... .... $137.74 


Posting the above two entries to Horn’s ac- 
count we have 


H. B. Horn 


$142 | $137.74 


showing a debit balance of $4.26, meaning that 
he owes us this sum. But this is wrong for 
since we sold him the goods on terms 3/30 we 
must accept his $137.74 check in full payment 
for the $142 bill. Since he does not owe us 
anything now his account should balance. To 


make it balance it must be credited for $4.26. 


Which account should be debited for this 
amount? Discount on Sales. It is this ac- 
count which took from us $4.26, for if it were 
not for this account we would have received 
from Horn $142 instead of $137.74. 

Therefore, in addition to the above Cash 
Receipts entry the following Journal entry is 
required. 
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Here is another example. May 2 we sold The 
Victoria Notions Company $205.10 goods on 
terms 1/10, N/30. Posting the i 3 Book 
entry we have 


The Victoria Notions Co. 
205.10 


On May 9 we get from them a $203.05 check 
in payment of the above bill for which we make 
the following two entries: 


Cash Receipts 
May 9, The Victoria Notions Co., bill 5/2. .203.05 
Journal 
May 9 
UMRCCEIL RICE. 3 oe oe oe 2.05 
The Victoria Notions Co..........--- 2.05 


For 1% discount on bill 5/2 
Posting these entries to the above account we 
have 


The Victoria Notions Co. 
205.10 203.05 
2.05 


ExErRciseE XX 
Enter the following transactions: 


1919 
March 3. Buy of John Hay $1763.50 goods, terms 


3/10, N/30. 
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1919 
March 4. Buy of B. Greer, 846.05 goods, terms 5/10, 
N/60. 
6. Sell L. Bayer, 54 yds. Silk, @ 3.00; 64 yds. 
Satin @ 1.25, terms 2/10, N/30. 
7. Sell Colligan Bros., 98 yds. Silk, @ 300 and 
20 yds. Satin, @ 1.25, terms 1/10, N/30. 
10. Send John Hay a check for the bill of the 
3rd. 
14. Pay B. Greer the bill of the 4th. 
16. Receive from L. Bayer a check in pay- 
ment of the bill of the 6th. 
17. Colligan Bros. pay their bill of the 7th. 


LESSON XVI 
DISCOUNT COLUMNS 


The method for entering a cash discount ex- 
plained in the above lesson is practical only 
when these transactions occur seldom. Where, 
as in most businesses, almost every receipt from 
a customer and every payment to a creditor is 
subject to a discount, it would take entirely too 
much time to record every deduction in the 
Journal. The bookkeeper has, therefore, in- 
vented the following labor saving device. 

Rule the Cash Book with three columns. In 
the first column enter the amount of the check 
received or sent; in the second column enter 
the discount deducted; and in the third column 
enter the sum of the first two amounts which 
equals the amount of the bill that is being paid, 
sO: 
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Mops, XIII 
[Left-hand page] Receipts 
Explana-} Net 
Accounts to be Cr. Plies 








4/H. Steinmetz bill 3/4 | $490 
5|Brooks & Son bill 3/5 | 478/24 


6B. Ferguson on a/c 200 
7Notes Receivable |J. Hyde | 125|— 
91Ch. Wolf bill 3/31 91/6 
10/Sales 3/7. 
5138862 
IDr. Cash $1388|6 
|Dr. Disc. on Sales 21/6 
1410 
Net Receipts $1 
(Right-hand page] Payments 
A Discoun: 
!Accounts to be Dr. —— Net } on Pur- Total 
on 
chases 








1919 | 
Apr.| 4/Wm. McFarland |bill3/6 | 489/85 23/15} 463/— 


7|Expense L. Kolm} 10/71 | 10/71 
8/Emory Bros. bill 3/7 | 494!70) 15/30} 510|\— 
9/The Eaton Co. bill 3/30} 81}44! 1/66 83/10 
10/Notes Payable J. Hyde } 200\— 200|— 
11Fur. & Fix. J. Mills 90 1 90\— 
13}/Telephone 4|65) 4/65 
! 1321)35] ___40/11)$1361/46 
ICr. Cash $1321|35) a 
Cr. Disc. on Purch. 40/11 
191361146 
Net Payments $1321/35 I$1361/46 
Balance | 67/2 ae 
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How to post from a columnar cash book. — 
During the month credit H. Steinmetz for $500; 
Brooks & Son for $488 and every other account 
for the amount appearing in the ¢ofal column 
whether it is equal to, or greater than, the 
amount in the net column. Do not post at all 
from the net column. By the end of the month 
you will have credited the individual accounts 
for their respective amounts which add up to 
$1410.25. Now debit cash for $1388.62, the 
total of the net column and debit discount on 
sales for $21.63, the total of the discount column. 
Since the two debits posted equal the six credits 
posted, the ledger is in balance. The accounts 
of the customers, who have paid their bills 
while deducting a discount, balance, for we 
credited them not for the actual amount they 
paid us, which is less than the bill they are 
debited for, but for the amount appearing in the 
total column which equals the sum of the 
amount received from them and the discount 
or the amount of the bill. No journal entries 
are required for the discounts. 

Likewise with the payments. Debit McFar- 
land for $463, expense $10.71 and every other 
account for the amount appearing opposite it in 
the total column, whether it is equal to, or 
greater than, the amount in the net column. 
Do not post from the net column. By the end 
of the month you will have debited to the seven 
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accounts their individual amounts, which add up 
to $2461.46. Then credit Cash for $2371.35 and 
discount on purchases $90.11. Since the two 
credits equal the seven debits our ledger is in 
balance. The accounts of the creditors whom 
we paid less a cash discount will balance, for we 
debited every one of them not for the actual 
amount we paid them but for the sum of that 
amount and the discount; in other words, for 
the amount of the bill which we are paying, for 
which their accounts were credited some time 
ago. No journal entries are necessary for the 
discounts. 

Special column — a labor saving device: 

The discount column in the cash book is a 
labor saving device in three ways: 

1. The journal entries for the discounts given 
and taken are eliminated. 

2. Instead of posting two amounts to the 
customer’s or creditor’s account, the cash from 
the cash book and the discount from the jour- 
nal, only one amount, the total of the two, is 
posted from the cash book. 

3. Instead of posting in detail every discount 
deduction to the discount account from the 
journal, only one amount, the total of the dis- 
count column, is posted to the discount ac- 
‘count. 

- Since reducing the number of amounts to be 
posted means lessening the chances of making 
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‘errors and therefore getting a trial sooner, with 
less investigation, checking and worry, the special 
discount column is indeed a labor saving device. 

In balancing the Cash Book the footings of 
the net columns are used, for after all the dis- 
count is not cash. We can deposit in our bank 
only the actual checks received, whose amounts 
are found in the net column on the receipt side 
and we draw on our bank only the actual checks 
we remit whose amounts we enter in the net 
column on the payment side. 

Here follow the purchase book and the sales 
book which precede the above model cash book 
and the Ledger when these three books of orig- 
inal entry are posted. 
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Purchase Book 





Mar.| 6 |Wm. McFarland 5/30, n/90 
7 |Emory Bros. 3/30, n/60 
30 | The Eaton Co. 2/10, n/30 





Dr. Purchases 10 
Sales Book 
Mar.| 4 |H. Steinmetz 2/30, n/60 500 
5 | Brooks & Son 2/30 488 
30 |B. Ferguson 3/10, n/90 363/38) 
31 |Ch. Wolf, 2/10, n/30 93/50 
Cr. Sales | 1444 88 
: = 
Expense « Notes Payable 
C 10.71 | C 200 | 
Furniture & Fixtures _ Telephone 


C 90 C 4.65 


Discount on Purchases _ 


40.11 C 


*This is an abbreviated form of the sales book. 
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Wm. McFarland Emory Bros. 
C 463 463 P C 510 HP P 
The Eaton Co. Purchases 
C 83.10| 83.10 P P eave 
H. Steinmetz Brooks & Son 
S 500 500 C S 488 ie C 
B. Ferguson Ch. Wolf 
S 363.38; 200 C S 93.50 nos C 
Sales Notes Receivable 
1444.88 5S [125 C 
3.75 C | 
Cash Discount on Sale 


i 


C aan C C 21.63 


LESSON XVII 
SPECIAL COLUMNS 


The principle of special columns can be ex- 
tended almost indefinitely, resulting in a great 
saving of labor. , 

Special Expense Column. 

In every business many payments are made 
which are charged to expense account. If 
every one of these would have to be posted 
separately to expense account it would mean 
not only much work but many chances of 
making errors, for most bookkeeping errors are 
made in copying records from one book into 
another. This can be avoided in the following 
way: 

Rule a special column in the cash payments 
headed expense and enter in it all payments 
that are to be charged to that account. Do 
not post to expense account the individual 
items but only the total of the column at the 
end of the month. 

Here is a model page of such a cash pay- 
ments book. 
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Move, XV 
Payments 


—— 


= to | pxplanations |F||/ Net 








nS ee poe 
June} 1|\Rent H. Pease 
S. Jason bill 5/6 
Expense Yale LockCo. 
J. Hill bill 5/6 
xpense N. Brody 
xpense  |telegram 
J. Kane  |ona/e 
otes P. 
Cr. Cash 
Cr.Discount| on Purchases 
. Expense|* 
. General |t 
Net Paym’ts 
Balance 














Entries in a columnar Cash Book. — Note 
that all payments are entered in the net column 
which shows the actual amounts paid out. If 
the payment is an expense item it is repeated 

*Since the individual items in Expense column are not to 
be posted, for their total only is posted, they are checked in 


the folio column. 
+ Because the individual items in the General column have 
already been posted the total need not be posted. It is there- 


fore checked in the folio column. 
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in the expense column. If the payment is for 
any other purpose it is repeated in the General 
column. Any discount to be deducted on a 
purchase of merchandise is entered in the Dis- 
count column. No discount on purchases of 
expense or similar articles is shown in this 
column. In such cases enter the net amount 
only in the net and expense or general 
columns. 

Posting. — Post the amounts in the general 
column to the debit of their respective ac- 
counts; $90 to rent, $163.70 to S. Jason, ete. 
At the end of the month debit Expense for 
$11.95, the total of the expense column, credit 
cash for $1356.03, the total of the net column 
and credit discount on purchases for $4.12, the 
total of the Discount column. Since the sum of 
the net and the discount columns which were 
credited equals the sum of the expense and 
general columns which were debited, the ledger 
is in balance. ‘ 

Special Sales Column. 

In some businesses many cash sales are made 
during the month which are not entered in the 
sales book but only in the cash receipts as a 
credit to sales account. Instead of posting 
every one of these items to sales account we 
rule a special column in the cash receipts 
headed sales, in which we enter all those 
amounts. Do not post them individually to 


BOOKKEEPING MADE EASY 133 





sales account but in total at the end of the 
month. 
Here is a model cash book so ruled: 





Mopget XVI 
Receipts 
poccunts to Explanation |Fj| Net ou 
Sales 
1919 Ap ae 
June|3J. Kimel {bill 5/3 91/24) 1|86 
Sales 2|50 
4\Hudson Fur|bill 5/6 759|12,31163) 
Sales 47 
hiNotes Rec. |L. Marks Co. 500 
§\Int. & Dise’t| on above 5 
12/60 
Sales 1375|21/33|49 
Dr. Cash 1375/21) | 
Dr. Discoun|t on Sales 33/49 
Cr. Sales |* 
Cr. General |t ae 
1408|70 





Net Rec’ts 1375\21 


*Since their individual items in Sales column are not to be 
posted, for their total only is posted, they are checked in the 


folio column. 
+ Because the individual items in the General column have 


already been posted the total need not be posted. It is there- 
fore checked in the folio column. 
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- Enter in the net column all moneys received 
no matter from what source. Repeat every 
amount in one of the other columns. Receipts 
for cash sales are repeated in the sales column 
and all other amounts in the general column. 
Discounts deducted by customers are entered 
in the discount column. Care should be taken 
that the amount in the general or sales column 
should equal the sum of the amounts in the net 
and discount columns. 

To post from this cash book: Credit the 
various accounts for their respective amounts 
appearing in the general column — J. Kimel for 
$93.10. The Hudson Fur Company for $790.75, 
etc. At the end of the month credit sales ac- 
count for $19.85, the total of the sales column. 
Debit cash for $1375.21, the total of the Net 
column and debit discount on sales for $33.49, 
the total of the discount column. Since the sum 
of the amounts debited equals the sum of the 
amounts credited, the ledger is in balance. 

Whenever a bookkeeper finds that he has 
many receipts or payments that are to be posted 
to a certain account he can remove them from 
the general column and enter them in a special 
column. He will thus save labor in posting in 
total at the end of the month instead of in detail 
during the month. Special columns are found 
in cash books headed notes receivable, notes 
payable, interest, freight, the proprietor’s draw- 
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ing and many others. The bookkeeper should 
judge for himself whether an account is re- 
peated often enough to warrant a special column. 
Books can be bought with more than a dozen 
columns. Books can be ordered from the 
printers with as many columns as one pleases 
and with whatever rulings and headings the 
business requires. 

Special columns are used not only in the Cash 
Book but in all the other books of original entry 
as well. They always have the same purpose; 
viz.: to save labor by posting in total at the end 
of the month instead of in detail during the 
month. 


LESSON XVIII 
CONTROLLING ACCOUNTS 


When there is a break in the Atlantic eables 
the divers do not have to explore the entire 
length of three thousand miles of wire. By cer- 
tain devices the trouble is located and then the 
damaged part is repaired. 

The ledger in a modern business house con- 
taining among others, several hundred customers’ 
and creditors’ accounts, would be unwieldy. 
Should an error be made in one account it 
would throw the ledger out of balance and to 
find the mistake every account would have to 
be examined. It would therefore be good if 
we could have a method of locating our errors. 
We could then find them sooner. 

There is another disadvantage in one ledger. 
Should we want to know the total that our 
customers owe us or the total that we owe our 
creditors — and these are facts which we are 
constantly called upon to give — we would have 
to trudge through the entire ledger, foot every 
creditor’s or customer’s account, balance it, 
abstract it on a sheet of paper and foot the list. 
That would take a long time, and even then we 

136 


BOOKKEEPING MADE EASY 137 


would have no check on our work unless a trial 
balance of the entire ledger were taken. 

There is another minor disadvantage in one 

big ledger. It is too heavy to handle. 

- The bookkeeper has, therefore, invented the 
following, a device that solves the above prob- 
lems. 

The one big ledger is divided into three 
ledgers: (1) Customers ledger, containing all 
the customers’ accounts; (2) creditors ledger, 
containing all the creditors’ accounts; (3) gen- 
eral ledger, containing all the accounts not 
found in the other two ledgers which are known 
as auxiliary or subsiding ledgers. 

We learned above that a trial balance is a 
list of all the open accounts in a ledger. Should 
one account with the smallest balance, even one 
cent, be omitted, the trial balance will not 
balance. Hence, if we remove all the customers’ 
and all the creditors’ accounts from the general 
ledger it will surely not balance. We open, 
therefore, one account, called customers con- 
trolling, in the general ledger, which repre- 
sents all the accounts removed to the customers 
ledger. This controlling account contains all 
the debits and all the credits found in the indi- 
vidual accounts in the customers ledger, not 
in detail but in total. Likewise we open one 
account, called creditors controlling, in the 
general ledger, representing all the accounts 
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removed to the creditors ledger. This account 
contains all the debits and all the credits found 
in the individual creditors’ accounts, not in 
detail but in total. 

The general ledger thus contains such ac- 
counts as, capital, cash, sales, purchases, notes 
receivable, interest, expense, etc., but no 
personal accounts, that is, accounts with out- 
side firms, which are either customers or credi- 
tors. Instead of the accounts omitted it has a 
customer controlling account summarizing the 
customers ledger and a creditors controlling 
account summarizing the creditors ledger. In 
most cases the general ledger has fewer accounts 
than either of the auxiliary ledgers. 

When we take a trial balance we take it only 
of the general ledger, for only that ledger is in 
balance. In the customers ledger all, or al- 
most all, the accounts have debit balances, 
while in the creditors ledger all, or almost all, 
the accounts have credit balances. 

But while the auxiliary ledgers yield no trial 
balances we can check the accuracy of our post- 
ing to their accounts in another way. Make a 
list of all the open accounts in the customers 
ledger with their balances and foot them. The 
total should equal the balance of the customers 
controlling account in the general ledger. 
Make another list of all the open accounts in 


the creditors ledger with their balances and 
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foot them. The total should equal the credit 
balance of the creditors controlling account in 
the General Ledger. If the abstract of either 
auxiliary ledger does not agree with its con- 
trolling account we made a mistake either in 
- footing a special column in a book of original 
entry, posting to that ledger, or in balancing 
one of its accounts. 

Let us see how the new arrangement solves 
the problems presented above. 

(1) If there is a difference in our trial balance 
but the abstracts of the two auxiliary ledgers 
agree with their respective controlling accounts 
we know that the error is in one of the General 
Ledger accounts and not in a customer’s or in a 
ereditor’s account. If the difference in the 
trial balance equals the difference between the 
abstract of an auxiliary ledger and its control- 
ling account we know that the error is in that 
auxiliary ledger. In either case we have lo- 
cated the error and can find it sooner. 

(2) When we want to know what our cus- 
tomers owe us we need not go to the customers 
ledger footing and balance every account 
there. We simply find the balance of the cus- 
tomers controlling account in the general led- 
ger. If our work is correct the balance of this 
account is what our customers owe us. Thus, 
in a few minutes we get the information which 
would otherwise take us hours. Of course, 


140 BOOKKEEPING MADE EASY 





when we want to know how much each indi- 
vidual customer owes us we have to go to the 
customers ledger. 

Likewise, when we want to know how much 
we owe all our creditors we need not to go the 
creditors ledger, footing and balancing the 
numerous accounts: We simply balance the 
creditors controlling account in the general 
ledger. 

(3) Of course, three ledgers can be handled 
with more ease than one bulky ledger. 

Here is a small set worked out completely. 
Discussion follows: 


July, 1919 


5. Wm. Rock invests $9000 in a business. 
7. Buy of H. Hogan 3/10, N/30, $486.70. 
10. Sell Bruckner Bros.,846 Broadway 2/10, N/ 30, 
3 dozen waists #1060 @ 15.00 and 2 dozen 4870 
at 22.50. 
11. Buy of B. Moore, 2/30, N/60, $98.70. 


12. Sell Geo. Widens & Co., Philadelphia, 3/10, | 
N/30, 73 dozen waists #1210 @ 20.00 and 


1/6 dozen #866 at 22.50. 


| 
13. Sell J. Mahr, Flushing, L. I., N/30, 134, dozen 


waists #1300 at 25.00. 

13. Buy of L. Jason, 2/10, N/30, $103.10. 

14. Buy of Geo. Flirt & Son, 5/10, 2/30, N/90, 
$245.64. 

15. Buy of B. Moore, 2/30, N/60, $14.32. 
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NY 


20. 


20. 
21. 


. Receive of Geo. Widener & Co., a 15-day 


interest bearing note for $53.75. 


. J. Maher returns $8.50 goods. 

. Buy of H. Hogan 3/10, N/30, $379.46. 

. Pay H. Hogan the bill of the 7th. 

_ Give L. Jason a 10-day interest bearing 


note for the bill of the 13th. 


. Receive from Bruckner Bros., a check for 


the bill of the 10th. 

Sell Henry Greene, Ithaca, N. Y., 3/10, N/30, 
34 dozen #795 at 24.00 and 22 dozen #820 at 
27.50. 

Pay B. Moore the bill of the 11th. 

Sell Bruckner Bros., 437 Third Ave., 2/10, 
N/30, 17s dozen #760 at 18.00 


_ Give Geo. Flirt a $200 check on account and 


return to him $12.50 goods. 


. Pay carpenter, Wm. Levy, $3.50. 

. Sell J. Maher 23 dozen #500 at 30.00. 

. Pay M. Smith, sign painter, $15.00. 

. Henry Greene pays his bill of the 20th. 

- Mr. Rock draws 75.00 for himself. 

. Cash Sale 3.80. 

_ J. Maher sends us a $50 check on account. 

. Pay your note to L. Jason due today. 

. Pay telephone bill 6.50. 
_ Geo. Widener & Co., pay their note due today. 
. Buy 75¢ hardware. 

. Discount your own $500 note. 
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SS ake ene Pee Ene nie ine tU ODOT MME OOS LEDS 


JOURNAL 
July, 1919 











Creditors} General 





53/75 





8/50, 





15 
Notes Receivable 


Geo. Widener & Son 


15 da. note 


L. Jason 
Notes Payable 
bill 7/13 
21 
Geo. Flirt & Son 


Return Purchases 


31 


Interest & Discount 


Notes Payable 
90 da. disct. 


Dr. General 


Dr. Cred. Controlling 


Cr. General 


Cr. Customers 
Controlling 








General|) Customers 


53]75 





ake 
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[Purchase Book] ' 
1919 
July | 7| H. Hogan 3/10, N/30 486|70} 
11] B. Moore 2/30, N/60 98]70} 
13] L. Jason 2/10, N/30 103)10} 
14| Geo. Flirt & Son 5/10, 2/30, N/90 245|64 
15] B. Moore 2/30, N/60 14/32} 
16| H. Hogan 3/10, N/30 379/46] 
Dr. Purchases 1327|92I 
Cr. Creditors Controlling [1827/92 
[Sales Book] 
July, 1919 
10 
Bruckner Bros. 
846 B’way 
2/10, N/30 | 
3 doz. #1060 15.00 45)— 
2 “ #870 22.50 45|—|  90\— 
12 
Geo. Widener & Son 
Philadelphia 
3/10, N/30 
74 doz. #1210 20.00} 150\— 
4 “ 866 22.50 3/75] 153/75 
13 
J. Maher 
Flushing, L. I. 
N/30 
) 1,4; doz. #1300 25.00 27/08] + 27/08 
20 
Henry Greene 
Ithaca, N. Y. 
3/10, N/30 
34 doz. #795 24.00{  80\— 
23 “ 820 27.50|__73|33} 153/33 
424/16 


Forward 
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[Sales Book]— Continued 


Forward 
21 
Bruckner Bros. 
846 B’way 
2/10, N/30 
1,5; doz. #760 18.00 
23 
J. Maher 
Flushing, L. I. 
N/30 
23 doz. #500 30.00 
Dr. Customers Controlling 


Cr. Sales 


424/16 
25/50} 25/50 
70\—|__70\— 
519/66 


519/66 
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[General Ledger] 
Wm. Rock, Capital 






1919 
July 


Wn. Rock, Drawing 





1919 | | 
July |26 C71 
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[General Ledger — Continued] 
Customers Controlling 






1919 1919 
July |31 S26} 519/66] July |31 J 50} 62/25 
C70} 293/33 









C70} 5/30 


1919 
C70}9840)28] July |31 C71 1972/85 


Discount on Sal 
1919 | rs? i 
July /31 C7 
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NN 


[General Ledger — Continued]| 


Discount on Purchases 





1919 
July 








Notes Receivable 





1919 1919 
July |15|Geo Wide-|J 50) 53 75|| July |30|Geo. Wide-|C70) 53)75 
ner ner 
Notes Payable 


Dk i pene peerebonneonineee 


1919 1919 

July |28|L. Jason {C71} 103)10 July {18} L. Jason {J 50)1031/10 
31] 90 da. C70) 492/50 
31 J 7|50 
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[Customers’ Ledger] 
Bruckner Bros. 





Geo. Widener & Son 





1919 1919 
July |12 S$ 25|| 153]75|| July |15)15 da. note |J 53|75 










"1919 Lk. 
$25|| 27|08]| July |16}Return 
23 S26) 70 28jon a/c 


Henry Greene 


Sp ae OO i ee 
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[Creditor’s Ledger] 
H. Hogan 





1919 


July |20 C71) 98/70) July {11 P13] 98/70 
15 “14/32 





July |18)10 da. note|J 50)| 103|10)| July |13 P13} 103]10 
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Wm. Rock — Trial Balance — July 31, 1919 








152 


{151 | Bruckner Bros. 
151 | Geo. Widener & Son 
151 | J. Maher 


152 | H. Hogan 
152 | B. Moore 


Wn. Rock, Capital 
Wm. Rock, Drawing 
Purchases 

Creditors Controlling 
Customers Controlling 
Sales 

Cash 

Discount on Sales 
Discount on Purchases 





Expense 

Notes Receivable 
Notes Payable 
Return Sales 
Interest & Discount 
Return Purchases 
Telephone 





Customers Ledger Abstract 


Balance as per Customer Con- 


trolling 
General Ledger, p. 2 


Creditors Ledger Abstract 


trolling 
General Ledger, p. 1 
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Posting in a Double Entry set of books with 
controlling accounts. 

Purchase Book. — Open accounts in the credi- 
tors ledger for all the creditors you bought 
goods from, crediting every one for his bill; 
H. Hogan for $486.70; B. Moore for $98.70; 
etc., etc. 

At the end of the month post the closing 
entry to the general ledger as indicated. 

Sales Book. — Open accounts in the custom- 
ers ledger for all the customers you sold goods 
to, debiting every one for the amount sold him; 
Bruckner Bros., for $90; Geo. Widener & Co., 
for $153.75; ete. 

» At the end of the month post the closing 
entry to the General Ledger as indicated. 

Journal. — Post the items in the creditors 
column to their respective accounts in the 
creditors ledger, debiting L. Jason for $103.10 
and Geo. Flirt & Son for $12.50. 

Post the items in the customers column to 
their respective accounts in the customers 
Ledger; crediting Geo. Widener & Co., for 
$53.75 and J. Maher for $8.00. 

Post the items in the general columns to 
their respective accounts in the general ledger; 
debiting notes receivable for $53.75, crediting 
notes payable for $103.10, ete. 

At the end of the month post the closing 
entry to the general ledger as indicated. The 
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totals of the general columns need not be 
posted, for the amounts in these columns were 
posted in detail. These totals are, therefore, 
checked in the folio column. 

Cash Receipts. — Post the items in the cus- 

tomers column to their respective accounts in 
the customers ledger; crediting Bruckner Bros. 
for $90; Henry Greene for $153.33, ete. 

Post the items in the general column to their 
respective accounts in the general ledger; 
crediting Wm. Rock, capital for $9000; notes 
receivable for $53.75; etc. 

At the end of the month post the closing 
entry to the general ledger as indicated. The 
total of the general column need not be posted, 
for its amounts were already posted in detail. 

Cash Payments. — Post the items in the 
creditors column to their respective accounts in 
the creditors ledger; debiting H. Hogan for 
$486.70; B. Moore for $98.70, ete. 

Post the items in the general column to their 
respective accounts in the general ledger; 
debiting Wm. Rock, drawing for $75; notes 
payable for $103.10, etc. f 

At the end of the month post the closing 
entry to the general ledger as indicated, except 
the total of the general column which should 
not be posted, for its items have already been 
posted in detail. 

The principle of controlling accounts and 
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auxiliary ledgers can be extended. Any number 
of accounts of a certain class can be removed 
from the general ledger to an auxiliary ledger, 
leaving a controlling account in the general 
ledger to represent them. Of course special 
columns will have to be ruled in the books of 
original entry for that ledger. 

A big factory can keep all accounts relating to 
manufacturing in a factory ledger represented 
by the factory controlling account in the gen- 
eral ledger. 

The customers ledger itself may be subdivided 
into a domestic and a foreign ledger, city and out 
of town ledgers, A-L and M-Z ledgers or one 
ledger for every salesman, each ledger represented 
by its controlling account in the general ledger. 


KEY 


WSs 
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EXERCISE I 


159 


Su ae nee ee ere ee ca TaTGAIaRENIRISRIS NETREGS 


(a) Cr. Brown Bros... ....+.-+-+2+eeeees 300. 
Cape Nite PAINE os piece. oie iano 2 esos oer 750. 
(c) Dr. Wm. Gold & Co......-.-----+++- 360. 
Cog 0 oka 35 iy a eee Oe ere tered 30. 
(e) Cr. Wm. Young. 0.00. hice sce eee 65. 


Exercise II 





DriPurchasesi. eeu 
Gr Brown: Bros: fe. ie e2: 1 300\— 
8 
OR oe es da geie ale a aieinl 
Ca sis. FUIBbON 6 ss PRG. 750\— 
9 
Dr. Wm. Gold & Co.......... 
Giga Ay ok uses marr aal oh | 360\— 
9 
FBT Bie: hind © gemma petee ae Mace yore 
CRORE eee ale 30|— 
15 
Dr. Cash 7.0). 0 eet ee 
Craw irae) VOUn ge) ses. ae es 65|— 
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EXERrcise III 
February, 1919 


16 


18 
Dr. Purchases. ..........0..| 
Cr. The Jobbers Supply Co, 


20 | 
Dr. Furniture and Fixtures. _.| 
6: ie) PRE 2125 ch Sa ea at | 


21 | 
Dr. Furniture and Fixtures . | 
6 fe 1) pe ae eee | 





23 | 

Dr: i. Livingston ©. 225 00. | 

Cy, Palen ee nae 
24 


Dr. The Jobbers Supply Co. 
Oy Wario: oss. Lo ee | 


25 
Dr. J. Morris, Drawing 
Cr. Cash... . 


: TP Ae 18. 0) ase wits eee tes ele 





85|— 


57|— 


30|— 


> 
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26 
DS Cee ies Sa cicess 30\— 
Cr. H. Livingston......... 30|— 
27 
Dr. Expense ............-.. 10 
Cie C Age noes ens ea 10|— 
28 
Dr, Wxpense so oe. Oe 1150 


Crea BERS Goa weins 5 ene 1|50 


Exercise IV 
March, 1919 





Wm. Josephs, Capital 10,000|— 
Investment 


Hanft & Son — monthjof Majrch 


5 


Stationery. 2. .5...54.- 
eR ae: elas eo 21/60 


Smith Bros. 
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Balance bill 3/8 





me © 
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48 yds. satin @ 2.00 





15 
Furniture & Fixtures 
L. C. Smith & Co.... | | 120\— 
16 
Grlaries sty aa 
Camite 209 2 es 5.) | 34|— 
Blank, 18. Hines, 16 : 
16 
L. C. Smith & Co..... 
Cash erin kta die 6 10\— 
1st installment on typewjriter 
19 
Wm. Josephs, Drawing 
Ogee a Ua IBERIA : 40\— 
Personal Use 
20 
L. C. Smith & Co...... 
CREE oi ees Olea wee | 10|— 
2d installment on typewr 
21 
ae eos ssi see ieee 
SCC ae Pon eR 3/50 


14 yds. silk 


SD ee bE ck SE RA MO DVD RE CE Sa 
Note: What the numbers to the left mean will be 
clear after the next lesson. 
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EXERCISE V 
Cash 
1919 Pe 
3/000 Feb. [16 160 85|— 
30 21 MY 160|— 
24 He 875/60 
25 ee fis es 
27; /161 |_| 10\— 
28 £ 1/50 





J. Morris, Capital 


1919 
Feb. |15 160} 3}000|\— 











; Rent 
Ea eae ate is RRS 
1919 ; 

Feb. |16 1 85|— 
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Exercise V — Continued 


ee rie ee ee OIE Cr i Vain ake A 





CEG SST ey ae Gale feed ees ae 
Feb. |18 160) {875/60 


The Jobbers i BR Co. 












83) 
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Exercise VI 
April, 1919 


Wm. Harrison, Capital} 
Investment 


On account 


Purchases 
D. Herrick & Co 
On account 


On account 





168 


172 
170 


171 
171 


171 
170 


170 
172 


172 
171 


172 
170 


172 
170 


Leight, 24; Miller 28 


BOOKKEEPING MADE EASY 


52|— 
Leight, 24; Miller, 28 


14 

Twrensnee: 17 Oe : 

Ny GRCUY | 
On account 


15 


670/41 


500/— 
On account 


16 
Cea 8 ap ee ees wes | 

Wm. Moran.......... 
On account | 


18 | 

Wm: Moran. ........:. 
RODICH hs cals ck note eee 
On account 


50|— 


269/70 
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5G © exe 06 6 0 0 ¥ 0.06 6 © @ 0 


Chart a ee) 


rd 





Ce ed 


1346/93 





Foe Vepenve a 
170 ME in cig Asa 
Yale Towel Co. 


23 
170; Wm. Harrison, Drawing. 
OG So ea a 
For private use 


25 

171} D. Herrick & Co....... 
172| Return Purchases..... 
On bill 4/25 


Buying or selling on account means buying 
or selling without paying for it or receiving pay- 
ment for it. 

Paying on account means paying part of one 
or more bills, not the exact amount due. 


1/50 


75\— 


35|— 
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Wm. Harrison, Capital 
ee ee ee ee eee ee eee eee ee pe 


1919 


Apr. | 6 167] 8/000 


| 


Wm. Harrison, Drawing 








Cash 
1919 1919 
Apr. | 6 167] 8/000 Apr. | 7 16 120 
11 * 10/7 13 16 52 
16 168] | 50 15 3 500. 
21 169] | 76/7 19 < 2/50 
120 * 52 
22 16 747/50 
23 - 1/50 
23 si 75 





Rent 





— 
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Exercise VI — Continued 


Purchases 


1919 
Apr. | 8 167). |710 
2 “1 1/247/5 
14 168] {670/41 
22 169} 1/346)9 








Apr. /11 167 10/75 
s 126/72 
18 168} {269/70 














Apr. | 8 167) |710;— 
14 168} |670)41 


D. Herrick & Co. 





Apr. [15 | Apr. 167] 1|247|50 
169] 1/346/93 
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Roe ER ee MENSA I MINIS AM BEA BE AUST NOR 
Exercise VI — Continued 









Wm. Moran 
ee a Avie ee & 
Apr. |12 167] |126/72} Apr. |16 168} | 50\— 
18 168] |269/70 21 169) 76/72 | 
Salaries 
Apr. |13 168} | 52}— 
20 ° 52/— 
Expense 
a ERED ORE Ra 





Apr. |19 16 215 
23 16 1/5 


Return Purchases 





1919 


Apr. |25 
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EXERCISE VII 
J. Morris 


Trial Balance February 28, 1919 











LESS iG TS SRE ade ie eet ka a ee 1207|10 
— ld. Morris, Capital..2......... 3000|— 
erent ee eae 

165 prurenases. ¢.00 0 So. 

“|The Jobbers Supply Co...... 875|60 
“ | Furniture and Fixtures...... 
Pe apotte s/o Sagan are: 57\— 
$66 Bi. livingston 2.0 eo 30|— 
COR RL 5 ae ale Sa MRD ot 30|— 
“|J. Morris, Drawing........ 
hg Ca Sa ae Pe a Ree 
5199 0 __5199 70 
Exercise VIII 
Wm. Harrison 
Trial Balance April 30, 1919 

170|Wm. Harrison, Capital...... 8,000/— 
‘““ {Wm. Harrison, Drawing..... 

Dig Bo. ee ar a 1,550/50 
A LESS a eee a 

WPA UrCnaees. 3 kek ek 
BL SE ie 2 a Re re 407|17 
Citig “A et Sa A 1,380/41 
Vi Merrick & Co. ko. 2 h.. 2,594/43 

LEST i LOFT sk oc 126|72 
Pi OR IATe oy RN ea 
Me SA OIIG ieee 6d dul ees 
‘* {Return Purchases 35|— 





14,094|23) 14,094/23 
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Do not be discouraged if you cannot get a 
trial balance at the first attempt, even if it 
takes you long to locate your error. Expert 
accountants sometimes spend days looking for 
a difference of ten cents. 

Cultivate a habit of working carefully and of 
looking over every step you take right after you 
take it. . 


Exerciss IX 





May, 1919 


1 
Purchases 1163/75 
H. B. Claflin. 1163/75 
v4 
O. Goldsmith 161/75 
Sales . ; 161/75 
3 
Geo. West 360|— 
Sales 360|— 
4 
Purchases 267/98 
L. Miller 267/98 
12 
Notes Receivable 161/75 


O. Goldsmith | 161175 
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13 
Purchases 652|— 
Notes Payable 652/— 


16 
H. B. Claflin 1000|\— 
Notes Payable 1000|\— 
17 
Notes Receivable 80/— 
Sales 80\— 
18 
Notes Receivable so 
Geo. West *360\— 


19 
Auto Truck 3200|— 
Notes Payable 3200|— 


20 
L. Miller 267/98 
Notes Payable - 267/98 





Purchases H. B. Claflin 
1163.75 1000. 1163.75 


267.98 
652. 


O. Goldsmith Sales 


161.75 | 161.75 161.75 
360. 


; 80. 
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ee eee 


‘Geo. West Notes Receivable 
360. 360. 161.75 
80. 
360. 
. Notes Payable 


Auto Truck 
3200. 267.98 | 267.98 


Nors. — This ledger is in an abbreviated form. It is not to 
be used in practice. 





EXERCISE X 


September, 1919 


6 
PUAN ANORS clr ee 1638.70 
PO Pa oo. 1638.70 
7 
POrChnsee iss. hoa ES 2270 
Notes Payable 3 60 ogee ook 2270. 
8 
Notes Receivable.......... 240 
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9 
AG ee | Se 347.50 
(OE Dee Se SP er 347.50 
10 
Karpen Bros............-- 1638.70 
Notes Payable. .........2+--000- 1638.70 
15 
H. Livingston............- 97.10 
MM US sala otaty to widate oo 97.10 
16 
Notes Receivable.........- 347.50 
Se Pris 347.50 
October, 1919 
10 
Notes Payable........-..-- 1638.70 
Re nic oc ox ates 1638.70 
11 
a re ee 875 
L. Berkey & Co......-------+++- 875. 
12 
hy! cy ld eS TE aA 347.50 
Notes Receivable.........-.--- 347.50 
November, 1919 
8 
Oy te: SEPP eT 240. 
Notes Receivable.....--....---- 240. 
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LLL LE LL LLL siete 


December, 1919 
7 
Notes Payable............ 2270 
CRANE. cS Sey roe eas 2270. 
12 
i Ac A ee A aS 97.10 
BE SERVO SS foo is 2 vs sees 97.10 
14 
L. Berkey & Co........... 875 
RM a ovat nk oe oe eee 875. 
Purchases Karpen Bros. 
1638.70 1638.70 | 1638.70 
2270. 

875. 

Notes Payable Notes Receivable 
1638.70 |2270. 240. 347.50 
2270. {1638.70 347.50} 240. 

Sales - E. Du Bois 
240. 347.50 | 347.50 
347.50 
97.10 
Cash H. Livingston 
347.50 | 1638.70 97.10) 97.10 , 
240. |2770. 
97.10} 875. 


L. Berkey & Co 


875. | 875. 
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eer ee ee 


EXERCISE XI 


October, 1919 
9 
Purchases........ 0.0.0.0 -80e8 640. 
Oe Ee Ne See are te ee 640. 
10 
Purchases... occ. 6. sete ks 569.50 
Notes Payable.........-.-,--+-+-: 569.50 
il 
Notes Receivable..........-- 260 
So) aR gi One orate rare ay 260 
12 
H. Metz.......--.----+-++> 124.75 
OG a 5 ete ea re 124.75 
15 
Pe re ee Lee 640. 
Notes Payable........-.---+---+:- 640 
16 
Notes Receivable.......----- 124.75 
TE Weta Se rides iat eee ene 124.75 


10 


10 
Case: 5 Soe 261.30 
Notes Receivable.................. 260 
PRT ORE hs uae itat can ck ke 1.30 


December, 1919 


15 
Notes Payable.............. 640. 
SCOR ee a eee 6.40 
RMN roca ro eee 646.40 
15 
2 Be ee Da a eager 126 
Notes Receivable................ 124.75 
PHROEGRG ds <5. vec cee eos eng 1.25 


EXERCISE XII 
November, 1919 


4 
Notes Receivable............ 250 
PMR rrke ks hs ch 250. 
8 
Notes Receivable............ 400 
REISS oe eae ac). Uk ee 400 
9 
Notes Receivable............ 300 
ica OR MRE RR Sure inedls Coat D 300 
10 
Gen Brvested. os as 120 
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December, 1919 | 


11 
IPETCNASESis He ae cn oes 750. 
GORE REDE eS tee aca eee 750. 
12 
Notes Receivable......:..... 120. 
Gaon Bracstede vee aceon boa caer 120. 
is 
Roberteerosticccccls ke ee 400 
INOthe ROCCVADIG! «ns Pea coe Ss 400 
15 
"SHON syrclae CRT RRR ae eS ee a ne 298.80 
Interest & Discount.......... 1.20 
Notes Receivable. @..ac ern slices 300. 
26 
Notes Payable. .............: 750 
BS pace I ERE Vr ORE See 7 aa ge 750 
27 
Cae, are eee ot are 119.10 
Interest & Discount.......... .90 
Notes Receivable..............00. 120. 
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Saleh NES EMER WERNER ow 
. EXERCISE XIII 


Cash Book 
Receipts Paymenis 
Feb. 3. Bernard Richard, Feb. 3. Rent, Ch. 
Capital invest- Moses 25.— 
ment 6000.— “« 5. Stationery, 
11. Hitchcock Bros., Geo. Barth 16.70 
bill 2/7 64.75 “9. Salaries 54.— 


“« 14, Butler Bros. 

bill 2/14 1475. — 
‘ 18. Notes Pay- 

able, LL. 

Herbert 830.— 
a 


a 


Journal 
February, 1919 
6 8 
Purchases... . . .. 830. G.. Herbert. 830. 
Bese Herbertov sca: 830. Notes Payable......... 830. 
7 13 
Hitcheock Bros. 64.75 Purchases......... 1475 
POOR Nr a sh aah np eat 64.75} BulterBros............ 1475. 





-Exerrciss XIV 


Cash Book 
Receipts Payments 
Nov. 8. David Gor- Nov. 9. Rent, L. 
don, Capital Rensler 160. 
investment 8000. “ 18. Salaries... .. 48. 
“ 16. Wm. Jame- Cr. Cash 208. 
son, on ac- 
count...... 100. 


Dr. Cash.. 8100. 
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Journal 
November, 1919 
17 
Butler Bros: ..... 2’... 2. ee. 1063. 
POI FAVAING.c o.: 6 oo 5 oss ews 1063. 
18 
Notes Receivable............ 235. 
Pes I ORMAG 25) eth eslec sa bees 235. 
Purchase Book 
November, 1919 
Nov. 10. Butler Bros., Net 90 days. ..} 1063 
“12. C. B. Rouss 5/10, N/60....] 640/70 
Dr. Purchases.........0.00 06.005 1703/70 
Sales Book 
November, 1919 
il 
Wm. Jameson, 
Hoboken, N. J. 
3/10, N/30 
45 yds. Silkk ........ 2.25 101.25 
BGs oe hs 1.75 98.00 199.25 
14 | 
H. B. Hoffman, 
136 West 38th St. 
2/10, N/30 
60 yds. Silk ........ 2.25 135/00 
80 yds. Satin....... 1.25 100/00 235/00 





Cr. sales 434/25 
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Ledger 
David Gordon, Capital Wm. Jameson 
8000. 199.25 [100. 
Rent Salaries 
160. 48, | 
Cash Butler Bros. 
8100. 208. 1063. |1063. 
Notes Payable Notes Receivable 
1063. 235. 

H. B. Hoffman C. B. Rouss 
235. 1235. | 640.70 
Purchases Sales 

1703.70 | 


434,25 


EXeErcissE XV 


Purchase Book 


1919 
June 3.1L. Jason. On Account 473/50 
“6. Norman Bros. _ 870/00 
“ 18. L. Hall & Co., 4 cash, 
balance on account 600/00 


Dr. Purchases 


1943/50 
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Sales Book 
June, 1919 


Wm. White 
173 Hudsen St. 


Net 
18 bbl. Apples....... 12.00 | 216/00 
40 “ Potatoes..... 5.00 | 


7 
Wm. Rice & Son 
New Rochelle, N. Y. | 


10 days 
10 bags Onions, 15001b. 5¢ | 
5 crates Oranges..... 8.50 | 42 


16 
S. Hatch & Co. 
Flushing, L. I. 


30-day note 


19 
J. Kahn 
Third Ave. & 4th St. 


Net 





20 bbl. Apples ...... 11.00 | 220|00 
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Cash Book 
Receipts Payments 
June 2. L. Hill, June 5. Salaries ... 76.— 
Capital ..... 3000.—| “ 9. L. Hill, 
“ 8. Wm. White, on drawing. . 3.70 
account ..... 100.—| “ 11. L. Jason .. 473.50 
6 M14. Salesics wss cc oe 18.70} ‘“ 13. Expense. .. 1.76 
“16. Notes Receiv- “15. Notes Pay- 
Role ete aes 398.00 able..... 200.— 
«19. J. Kahn....... 50—| “ 18. L. Hall & 
De Cash soe ate, 3566.70 Co...... 300.— 
Cr. Cash....... 1054.96 
Balance........ 2511.74 
3566.70 3566.70 
Journal 
June, 1919 
12 
INormaniBroseic ce ces ee, ya ee 500 
INOtes BPAVADIOE cso. 6)50.'3)4.0/2'sonrengpeecnte tee 500. 
16 
Notes Receivable....................5. ‘400. 
Diblatch Gio. Mec csc ck ee 400. 
16 
Interest & Discount. .......2.......60.. 2 
Notes’: Receivable. ....0: 0.) ec. sc cokes cnmees 2. 
19 
Notes Receivable...................00 100. 
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L. Jason Norman Bros. __L. Hall & Co. , 


473.50 | 473.50 500. | 870. 300. | 600. 


Wm. White Wm. Rice & Son J. Kahn 


416. | 100. 117.50 220. 50. 
100. 


Purchases Sales Cash 
1943.50 1153.50 3566.70 | 1054.96 
18.70 


L. Hill, Capital Notes Receivable Salaries 


3000. 400. 398.00 76. 
100...’ 2.00 


L. Hill, Drawing Expense Notes Payable | 


ce ie 200. | 500. 


Interest & Discount 8. Hatch Co. 


2.00 | 400. | 400. 
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L. Hill 
Trial Balance 


~ [June 30, 1919 


Norman Bros............. 370|— 
AFA Care oh ae ind 300|— 
Win. White 0.0 2a ce: 
Wm. Rice &Son.......... 
Bae na 
PUrehiees os. owe k 
URIS aoa bck) tee tae ae |} 1172/20 
ic elie ee EA 
Li, Ell Capital’ as tee: | | 3000|\— 
Notes Receivable......... 
Salaries... .. SRawat eee 
L. Hill, Drawing......... 
PORPONEE cok Sis aoe oe | 
Notes Payable........... 300|— 
Interest & Discount....... | 

5142/20 









1918 


May | 3 C13] 3i6o! 
7 «1 12175] 
9 C19} 36/00} 
June | 3 C23] 8}12) 


10 « | 41/40] 


July | 1) Balance 
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1918 
July 


Aug. 


Oct. 


Oct. 








The Hall M’f’g Co. 

3 S 36] 376/84) Oct. | 4 C46 | 376/84 
30 S 38] 490/60] Nov. |30) Balance 956/50 
10 S 42) 95 

4 S 49] 370/90 

1333 34 1333/34 

1| Balance 956/40 

Wm. Martin 

8 C15 | 200 June }14 
10 C25 || 263/75 16 
3ijon % C31 | 100 July | 5 
31] Balance 978/84 6 

7 
1542/59 
=—=I=! Nov.| 1! Balance 
Return Purchases 
31| Balance 96/94] May | 8 J 6) 46/84 
120 J 8 12/60 
re June |10 J 10 37/50 
96/94 96/94 


=! Nov.| 1| Balance 96194 
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* Exercise XVIII 
James Bayerson 
PROFIT AND LOSS STATEMENT 
for the period from January, 1918, to June 30, 1919 





BAW stron. Rains «tse cc es oe ee ee 10,055.10 
Purchaaceenk.c (octet aoe emer 14,678.40 
Less Inventory 27>....0. 020.0000 08 8,500 
Costiol Sales: 5.0 cie.)% jon) ah eee aie ae ee 6,178.40 
Proitionirading =.) clad. Aa Se ee en ee eee 3,876.70 
Deduct: 
Salariedsitn cis te bt cis cc canes 1,016 
(Ren teers ck cots ieee a mere 900 
RD ODEC ie ys, 5 aie whew kine « apeiron 875.84 2,791.84 
Nether rottt erica iis Societe os can Sasso ee 1,084.86 





James Bayerson 


BALANCE SHEET 
June 30, 1919 
Assets Liabilities 

@ashiei ain cencaes s 476.80|Notes Payable......... 700 
Notes Receivable.... 250 [John Carroll.......... 763.25 
Inventory.......... 8,500 Samuel Flint.......... 412.93 
Furniture & Fixtures 160 Capital 
So GIN Ze ieee 789.60|Investment . .. 8,000 
Wm. Vogel......... 408.75|Add Profit. . . . 1,084.86 





Less Drawing 375.89 8,708.97 
10,585.15 10,585.15 
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Exercises XIX 

James Bennett 
PROFIT AND LOSS STATEMENT 
for the year ending December 31, 1919 


dea bs cE ee oc oe ie ee, eed ee ee 17,855.89 

Less Returns .......22::- esse reece eee eenee 208.40 
Net Sales esi ck Hoctro see ec enet aw betaine: 17,647.49 

Purchases......- 0 eee cece cece tees 15,604.78 

Less Inventory ....-..---+eeeee sees 4,690. 10,914.78 
Cast ok Sales ie far ce Ss oo alii sais nee ce 10,914.78 
Profit on Trading ........-----eeeseeere seers 6,732.71 

Deduct: 

RariCa tiles: jae he mae ns Clee Rules 1,345 

TT esr Neide oe nace nrere vel nersierse eres 204.60 

Anberest ice ce ciel ey rie zis sce nye tee 76.90 

Fixpense: 2h esse ee eee eee 840.79 

Depreciation on Furniture NOI one etre 22. _2,489.29 
ON Neyer) | Ce ce eC 4,243.42 


James Bennett 


BALANCE SHEET 


: December 31, 1919 
Assets Liabilities 
(OLN tee sage cro atiomsok 679.24|Notes Payable....... 800. 
Inventory...------> 4,690. |Rubin Bros.......-- 1,375.80 
Notes Receivable... . 340. |H. Wirt & Co........ 1,406.82 
Harry Low....--.-- 792.45 Capital 
The Acord’n Jobbing Investment . 10,000. 
CON eee oi 579.60|Add Profit. . 4,243.42 
Real Estate. 9,300 14,243.42 
Furniture & Fix- Less Draw- 
tures ces sce 220 WY. srr 1,246.75 
Less Depreciation 22 198. 12,996.67 





16,579.29 16,579.29 
SS ——=e 
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EXxErcisE XX 


Purchase Book 











Mar. | 3 | John Hay, 3/10, N/30 


4 | B. Greer 5/10, N/60 














Sales Book 
March 
6 
L. Bayer 
417 Fifth Ave. 
2/10, N/30 
54 yd. Silk 3.00/162/— 
64 yd. Satin 1.25] 80|— 242|— 
7 
Colligan Bros. 
_ Newark, N. J. 
1/10, N/30 
98 yd. Silk 3.00/294|— 
20 yd. Satin 1.25} 25|— 319|— 
Journal 
March 
10 
| John Hay 52/91 | | 
Discount on Purchases 52/91 





14 


| B. Greer : | 4 | 
Discount on Purchases 42/30 
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Ferre eee 


16 
Discount on Sales 4184 
L. Bayer 4/84 
17 
Discount on Sales 3/19 
Colligan Bros. 3}19 
Cash Receipts 
Mar. | 16 | L. Bayer | 7116 
17 | Colligan Bros. 315)81 
Cash Payments 
Mar. | 10 | John Hay | 






B. Greer 






BAL: 2k stl Alac te 


eoteet eed 


ppm Aten sie Caprese ed Na TAN be 
‘= (Pe 


4 





Cpasae is no royal road to learning. 


et is an old saying, and a true one, in a sense: 
for prince and peasant must alike travel 


the path. 


Vet. there are many paths, and great differ- 
ences among them, as they lead to the 
temple of knowledge. In some, the going is easy: 
in some, hard. In some, the journeying is 
pleasant and profitable: in some, toilsome — a 
weary scramble over many stumbling blocks. 


| ee builder of the road is the teacher. It 
is his task to smooth the way, and to 
make it straight: or to leave it all cluttered, 
a twisted, haphazard course, that runs roughly 
and reaches nowhere. 


By the ‘““Made Easy”’ Series, it has been the 

publisher’s purpose to provide for the 
student the best possible road to learning — a 
road truly royal in its simplicity, its worth: 
a road wide and direct, and free from foolish, 
needless litter. 












(THE various writers of the books in the 

series have been chosen for their special 
fitness. Such fitness includes, in the first 
place, mastery of the particular subject: in 
the second place, ability to interpret knowl- 
edge to others. 









Ricst teaching makes easy learning. Few 
subjects are really hard to learn, when 
properly set before the pupil. These volumes 
are the product of a painstaking care to simplify 
every detail of instruction, yet to make it com- 
plete. The result for the student is, indeed, 
a learning made easy, yet none the less exact, 
thorough, wholly adequate for his needs. 











The volumes now ready, or in the course of 
preparation — are: 


Arithmetic Made Easy Drawing Made Easy 
Spelling Made Easy Dressmaking Made Easy 
Penmanship Made Easy Dancing Made Easy 
Grammar Made Easy Etiquette Made Easy 

Keeping Young Made Easy 

Love Letters Made Easy 

Shorthand Made Easy 

Bookkeeping Made Easy 

Entertaining Made Easy 

Tricks and Magic Made Easy 
Mental Healing Made Easy 











Further titles will be added as Opportunity presents itself to secure 
the proper type of manuscript. 
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